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Low telephone earnings do not mean low rates 


Good telephone earnings do not mean high rates 


Many years ago the Bell System 


pledged itself to provide the best 








possible service at the lowest possi- 





ble price. 


We meant it then and we mean 





it now. 





Today, more than ever, it is evi- 
dent that the best service at the low- 
est cost in the long run depends on 
good earnings. 

To a considerable extent the pub- 
lic, and we are afraid many who 
should know better, have come to 
think that low earnings mean low 
rates and good earnings mean high 
rates. 


Yet few people have the idea that 


BELL TELEPHONE SYSTEM 








The best service 
at the lowest cost 
in the long run 


depends on good earnings 














Or the lowest earning meat packer 





makes the best and cheapest hams. 





Or that the lowest earning company 





in any line makes the best and 





the lowest earning soap company 


cheapest products and renders the 





makes the best and cheapest soap. 


best service. 





BELL TELEPHONE SYSTEM 


It doesn’t apply to the telephone 
company either. 

There are many ways in which 
telephone users benefit in both the 
cost and quality of service through 
good earnings for the telephone 
company. 
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Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 

CUMULATIVE PREFERRED STOCK, 

4.08% SERIES 

Dividend No. 34 

25/2 cents per share; 

CUMULATIVE PREFERRED STOCK, 

4.24%, SERIES 

Dividend No. 11 

26/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.78% SERIES 

Dividend No. 3 

297/e cents per share; 


CUMULATIVE PREFERRED STOCK, 

4.88% SERIES 

Dividend No. 43 

30/2 cents per share. 
The above dividends are pay- 
able August 31, 1958, to 
stockholders of record Au- 
gust 5. Checks will be mailed 
from the Company's office in 
Los Angeles, August 30, 


P.C. HALE, Treasurer 


July 17, 1958 
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— 388th Dividend — 
92nd Consecutive Year of 
Quarterly Cash Dividends 





A regular quarterly dividend of 
seventy-five cents (75¢) per 
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The Trend of Events 


WHAT OF THE FUTURE? .. . Too many of us are so 
involved with what is taking place in the Middle 
East that there is not enough forward-thinking 
about our future needs, and how to fill them, if we 
are to maintain our position in the new age. 

As a result, we are falling behind in our efforts 
to tap new sources of wealth—to participate in the 
great opportunities opening up in the emancipated 
lands whose people are burning with the desire for 
a better life, which their enormous natural resources 
could make available to them if properly financed 
and developed. I am referring particularly to the 
fabulous riches in South America, and the Far East, 
and the vast unexplored mineral deposits of Canada. 

We can succeed admirably if we are ready to 
share control, and work side-by-side with these 
people, recognizing their great urge for national 
independence—and understanding their resentment 
of outside control or ownership of their natural re- 
sources and industries. But above all, we must avoid 
the mistakes we have made elsewhere, as is the case 
in Canada, where we were invited in to make the 
capital investments in the first place—yet resentment 
arose, although language and customs, political aims 
and interests are the same. 

It is clear the situation calls for an entirely new 
approach. Gone is an era in which one great world 
power, as in the case of Great Britain, can take over 
the resources and natural treasures of backward 
nations and exploit them. Today it must be friendly 
collaboration for we are in a period of rampant na- 
tionalism. And unless we act realistically, we are 
likely to lose out in a way that will bring a great 
decline in our fortunes. 

At the moment we have much work to do both at 


home and abroad to stabilize our position. 

Currently our economy is establishing a base 
mainly on the vast consumer markets for essentials 
and conveniences—and at a very high level. This is 
a result of the greatly increased personal income of 
the workers in our country, which has produced a 
new middle class economy for the United States on 
a standard of living that emulates the higher in- 
come class. 

This enormous consumer spending does not pro- 
duce the profits that make for great national pros- 
perity, but it does help to support a level strongly 
resistant to deep recession, and gives us the oppor- 
tunity to correct maladjustments and to work out 
ways and means for greater future progress. It 
should act, teo, as a stimulus to international trade 
and world peace. 

In the August 16th issue we are going to have 
two fascinating stories, one a scoop telling of the 
trek of great American corporations in collaboration 
with Canadian companies—that will make available 
tremendous new sources of badly needed raw ma- 
terials from the hitherto unexplored wilderness. 

The other feature will deal with the vast under- 
developed wealth in oil, tin, rubber, drugs, spices, 
etc., in Indonesia, that we must not lose by default 
to the communists. It is a story complete in itself, 
and covers the various political and social aspects of 
this area in which 85,000,000 people live on a sub- 
sistence leve] although surrounded by enormous 
wealth. 

Both of these stories are written by men who have 
lived and worked in these areas and have a first- 
hand knowledge of the people, their problems and 
what can be accomplished. 
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As 9 See Jt! 


By JOHN H. LIND 


HOW LONG WILL THE WEST NEED MIDDLE EAST OIL? 


bee coup in Iraq should really not have come 
quite as much as a surprise to the West as it did. 
For one thing, Nasserism, under whose banners it 
was carried out, is an imperialist force and as such 
feeds on aggression. Unfortunately, too many people 
in the West still think of Nasserism simply as an 
Arab nationalistic movement. This is as much a 
mistake as was the labelling of Chinese communism 
as an agrarian reform movement. Nationalism is 
concerned with self-determination and national inde- 
pendence, something which nearly all Middle East 
countries have already. Imperialism, by contrast, can 
live only by continuous expansion and dies by just 
standing still for any length of time. 

Nasser — like Napoleon, Hitler and Stalin before 
him —is fully aware of this. His position as the 
most powerful personality in the Arab world is con- 
tingent upon his furnishing forever new evidence of 
his ability to push back the political economic and 
geographic borders of Egypt. The uprising in Iraq 
is therefore just another step in his total conquest 
of the Arab world, his avowed ultimate aim. 

Another more immediate reason for the Iraq affair, 
or at least the timing of it, may well have had some- 
thing to do with recent events in North Africa, the 
western expanse of Nasser’s potential empire. A 
couple of months ago when General De Gaulle took 
over in France it looked very much as if France’s 
only political personality might bring the Algerian 
strife to an end by establishing a federation of 
autonomous North African states—Algeria, Tunisia 
and Morocco—within the framework of a French 
commonwealth. Had this happened, President Nasser 
would have had to write off one half of his great 
dream and a good deal more of his prestige. Unfor- 
tunately, the reactionary elements in France seem to 
have foiled De Gaulle’s strategy and the Nasser- 
controlled Algerian rebels seem to be stronger and 
more determined than ever to carry on their guerrilla 
war against France. However, the possibility of 
losing North Africa is likely to have had at least 
some influence on Nasser’s decision to strike now 
while he was still the undefeated challenger. 

How does the new situation affect Middle East oil? 
For the West this is really the key question. For 
if it were not for the unalterable geological fact 
that two thirds of the world’s oil reserves lie within 
a 400-mile radius from the head of the Persian Gulf, 
our costly and persistent preoccupation with this 
relatively small, extremely underpopulated and arid 
area, devoid of all other important resources, would 
make little sense. 
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However, it makes a good deal of sense when we 
consider that Middle East oil represents over halt 
a century of human effort and some $4 billion of 
investments on the part of West European and 
American companies, that it is by far the world’s 
largest and cheapest oil source and Europe’s only 
non-dollar oil supply source. It is the life blood ot 
the European economy. 

Nasser and his lieutenants are as aware of this 
as is the West. But at the moment he cannot use 
this knowledge as a club against Western Europe 
because he himself is seeking the enormous oil reve- 
nues to finance the goal of his ambition as Empire 
Builder. That is the reason why there has been no 
attempt, or even threat, during the current crisis 
to interrupt the Middle East oil flow and why the 
new regime in Iraq has been at such pains to assure 
the West of its intention to respect all existing oil 
agreements. For both Washington and London have 
made it quite clear to the new rulers that any wilful 
interruption of the oil flow would cause them to send 
their troops into Iraq itself. 

No one wants to contemplate the disruption that 
would follow. The Iraqi in particular do not know 
what this might lead to. They will remember Mos- 
sadegh’s mistakes in Iran. Thus, for the moment, oil 
from the Middle East will continue to be as plenti- 
ful and as accessible as before the coup. 

Nevertheless, we must not close our eyes to the 
fact that, for all practical purposes, Nasser has now 
extended his domain to one of the area’s big oil 
fields. By itself this would not be a major threat to 
the West. Iraq supplies only some 4 percent of the 
Free World’s oil needs. Its loss could therefore easily 
be made up by higher production from other Middle 
East countries or from Venezuela or the United 
States, all of which have considerable excess pro- 
ducing capacity. Of course, Nasser cou.d compound 
the difficulties for the West by simultaneously closing 
the Suez Canal and the Trans-Arabian pipeline, 
both of which are located inside United Arab Re- 
public territory. However, given the present world- 
wide surplus of tankers, oil producing capacity and 
oil inventories, suchea move could be coped with, 
although it might create some temporary shortages 
in Europe. 


Kuwait and Saudi-Arabia 
What Nasser must try to do—and what he clearly 
is trying to do—in order to establish his hegemony 


over Middle East oil, is to gain control over Saudi 
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Arabia and Kuwait. At the moment he seems to have 
his eye on Kuwait, a sheikdom no bigger than the 
state of New Jersey with a population of only 
200,000 but more oil beneath its surface than in the 
entire western hemisphere, from northern Alaska 
to the southern tip of Chile. Politically, Kuwait has 
a protective treaty with Britain which manages the 
sheikdom’s foreign affairs and guarantees its mili- 
tary security. However, such a treaty could be abro- 
gated. The sheik’s recent ostentatious trip to Da- 
mascus to meet Nasser and current popular disturb- 
ances in Kuwait caused by elements demanding im- 
mediate union with the United Arab Republic are 
ominous signs. On the other hand, if Nasser has 
the least bit of political intelligence he must know 
that Britain would never give up Kuwait volun- 
tarily, regardless of any local popular sentiments. 
MacMillan is reported to have told this much to 
Khrushchev who in all 


But, again as a result of Nasser’s policies, the 
U.S. government is likely to actively encourage such 
a program by giving shale oil the same depletion 
allowance as crude oil. In the meantime, gigantic 
new oil fields are in the process of being opened up 
in the French Sahara and will probably be opened 
up before long in Argentina by private foreign oil 
companies. Both these moves are made admittedly 
in order to counteract the political risks of Middle 
East oil. Thus, western ingenuity and initiative are 
already laying the groundwork to bypass the Mid- 
dle East oil bottleneck if it should become too tight. 

Seen from the long-range view, Mr. Nasser’s posi- 
tion is therefore by no means unassailable. True, he 
may achieve control over the bulk of Middle East oil. 
But if he does, he will only speed up those develop- 
ments which will rob him of the fruits of his victory. 
In the short run his chance of success is even 
smaller, since his cur- 





probability has passed 
it on to his on-and-off 
friend Nasser. 

Why is Nasser in 
such a hurry to round 
oit his control over 
Middle East oil? Im- 
perialism and personal 
ambition give only a 
partial answer. More 
important is the fact 
that Middle East oil 
will not always hold 
the key to the Free 
World’s energy re- 
quirements. Other fac- 
tors are making their 


entry on the scene. 
There is atomic en- 
ergy, underground 


gasification of coal, 
utilization of the vast 
shale oil resources — 
and even solar energy. 
None of these are at 
present important 
enough to replace Mid- 
dle East oil, or even 





rent extent of control 
over Middle East oil is 
not enough to do ma- 
jor damage to the 
West where an oil sur- 
plus exists, and who 
can counteract un- 
friendly measures by 
retaliating in ways 
that will hurt. 

The problems lie in 
the intermediate pe- 
riod. If he should win 
control over the oil 
fields of Kuwait and 
Saudi Arabia before 
substitutes for Middle 
East oil have been de- 
veloped it could pre- 
sent a considerable 
medium-term threat to 
the economies of West- 
ern Europe. 








EDITOR’S NOTE: | won- 
der how many realize 
that Gamel Abdel Nas- 
ser’s victorious coup in 
Iraq, without Soviet 











de-emphasize its im- 
portance. But, inex- 


orably this situation is 
changing and some 





Behrendt in Algemeen Handelsblad. Amsterdar 
“Swell... what a smell!” 


collaboration, has 
brought him out into 
the open as Russia’s 








day, very possibly 
within the life time of Nasser, Middle East oil will 
have lost much of its tremendous bargaining power. 
The ironic thing—for Nasser—in this development 
is that his own actions are a major factor in speed- 
ing it up. Take atomic energy, for instance. Before 
the Suez crisis, Europe had planned a slow but 
steady development of this new source of power 
which was scheduled to contribute no more than 8 
percent of the continent’s total power needs by 1975. 
As a result of Nasser’s oil policy, Europe’s atomic 
energy program has been greatly expanded, with 
the express intention of stabilizing oil imports. 
American vast shale deposits are another case in 
point. If Middle East oil were available in unlim- 
ited quantities without any political strings at- 
tached, neither the government nor private invest- 
ors would be particularly eager to press on with a 
shale oil development program at this time. 


AUGUST 2, 1958 


serious rival to their 
300-vear-old goal for dominant influence in the Mid- 
dle East. 

Khrushchev’s silence when King Faisal’s govern- 
ment fell, followed by face saving expressions of 
tame goodwill, gave the clue to the Russian shock 
that Nasser should have brought off this important 
step without them. 

Therefore, if and when Khrushchev comes to New 
York, it now seems in the cards that the possibilities 
for a clarification between the United States and 
Russia can emerge. This may bring a sharp change 
in the world power line-up that might slow down 
Red China, whose ambition for leadership in the 
communist world has been subject to an agonizing 
appraisal by leaders in the U.S.S.R. Coming days are 
likely to see some unexpected twists and a jockey- 
ing for position that will be full of intense interest 
to all of us. 
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Do You Know What Stocks To Buy— 
To Avoid—Now? 


The market’s recent further rise has been unusually sharp, in abnormally active trading. 
With excess mounting, a blow-off could be near. Mid-East events, results of the expected 
Summit meeting and their portents for our economy are unpredictable. Stick to common 
sense in your portfolio management. Leave excited, risky speculation to others. 


By A. T. 


a from the roaring market of the past 
week, which soared to over the 500 mark on heavy 
volume, there was more thinking in terms of how 
well our economy has been holding up on the enor- 
mous volume of consumer spending resulting from 
the high incomes of our people, rather than any other 
cause—and the optimism it created despite the greatly 
reduced activity in such vital industries as autos, 
steels and capital goods. 


MILLER 


Yet this is not surprising, with one important 
indicator after another turning up in the past few 
months, as has been clearly shown since March by 
our “Business Trend Forecaster”. 

But, if you looked solely at the performance oi 
the stock market — and did not know better — you 
might suppose that otherwise everything is just 
dandy in this world we live in. You might suppose 
that the Middle-East crisis will in some way add t 

American prosperity, or that it wil 





THE MARKET IS A TUG-OF-WAR 
PRODUCES THE FLUCTUATIONS 


MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 
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speed us down the road of inflation at : 
fast clip, or that it will be resolved soor 
along lines satisfactory to the West and 
thus permit us to get on with business 





MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 
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210 7 4 SAS 270 Certainly those who are buying stocks 
WQGGQV WWW VN pant ee / alien rig 
YYYyy SSN\QQW(C aa“ have no inside knowledge about w hat is 
250 YT Hoe pt WIAA SAR WQU 9250 going to happen in the Middle East, 
iY | “ aes which, at the moment, is crucial because 
23007" DEMAND FoR stocks | | | rrreryT ttt iti ++ 4230 of the effect that any adverse decisions 
- As geo rea BSSZEVEC SRO SERREE 4 10 can have on the position of some of the 
rid | greatest companies in the world, at 

home and abroad. 


At this time, the proposed Summit 
conference within the framework of the 
UN Security Council in New York City, 
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its scope within the limit of Middle-East 
problems (as insisted on by our Presi- 
dent), and agreement on the heads of 
state who will participate, are still 
under diplomatic maneuvering. In our 
lifetime nothing has ever been accom- 
plished from discussions in which the 
special interest of the various countries 
took part, as is bound to happen in 
this instance. 

Assuming the conference is held, the 
question is whether it may reduce or 
increase the existing Middle East—and 
world—tensions. There is nothing in the 
record of the West’s past dealings with 
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European diplomacy, with 
our Communist foe, or with 
Egypt’s ambitious Dictator 


TREND INDICATORS 





YEARLY RANGE 1948-1957 





Nasser, to suggest that the 
outcome this time will be 
pleasing to us. Nasser is 
aiming at an Arab Empire. 
Our European allies have 
key commercial and finan- 
cial interests. The Commu- 
nists aim at world expan- 
sion of their power and 
prestige, and final world “1 TT 





domination. They aim to 485 


“bury” us in one way or 475 } +1 

another; and Khrushchev I — it toh vi 

was never more cocky, as OT, " 
vastful and threatening mt 

than now. 








Enthusiastic Stock Market 





But if the stock market 
has any worries or doubts 
about anything, it is not 
superficially evident. Fol- 
lowing a brief dip and 
pause on initial news of 
the Iraq coup and the 
landing of U. forces in 
Lebanon, it took off on a 
real flight of fancy — fancy 
because it contrasts so 
sharply with the limited 
potentials for improvement 
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in business and in company 
profits during the rest of 
this year, if not also for 
1959. Fancy also, because it might prove largely 
wrong in its concept of the inflationary implications 
of our small-scale, non-war and probably temporary 
military intervention in Lebanon. The fact is that 
the Administration will jump at any good excuse 
to pull out of Lebanon. 

The net gain by the Dow industrial average over 
the past fortnight was 19.88 points or about 4.1% ; 
that of the rail average was 8.5 points, or nearly 

%. Numerous individual stocks rose 3 to more than 
10 points, including rails, chemicals, machinery, 
steel and other cyclical-type issues. Presumably on 
mutual-fund or other institutional buying “for the 
long pull’, regardless of current values, many al- 
ready overpriced growth stocks rose further. 

Two examples: Minneapolis-Honeywell, up 8 
points in two weeks to 99 for a yield of about 1.75% 
at a level probably around 33 times 1958 earnings; 
and Minnesota Mining & Mfg. up 55% over the same 
period to 875, to yield less than 1.4% at a level prob- 
ably close to 40 times 1958 earnings. 


Trading Volume Large 


Trading volume expanded progressively on this 
spurt of buying in previously distrusted heavy- 
industry stocks by traders, coverers of short posi- 
tions and others. It reached a level close to 4,500,000 
shares by the final session last week. Even if this 
were a sustained bull market, begun at a really 
depressed level and now in a position to discount a 
boom in business and in corporate profits on some- 
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the speed 


thing closer than a “longer-term basis”, 
and scope of the recent rise, as well as the high share 


turnover, would have to be considered abnormal. 
In the stock market, the abnormal sets up need of 
correction; and hence is always temporary 

At last week’s close the industrial average had 
made up about 80% of last year’s July-October fall 
from a level around 521: the third of the now his- 
toric triple tops recorded within about a 15-month 
period between April, 1956, and July, 1957. For rails, 
the recovery to date is about 60% of 1957’s July- 
December fall, and 40% of the larger decline from 
this average’s April, 1956, top. 

The utility average, although it made some recov- 
ery in recent sessions, remains under its July 11 
bull-market high by a fraction, up to this writing. 
The relative appeal of defensive income-type stocks 
has been significantly reduced because of rising con- 
fidence in industrial recovery and decreased con- 
fidence in money-rate prospects as translated into 
bond yields. So more idle money is going into cyclical 
stocks in hope of further wide gains, less into income 
stocks than in earlier months this year. Some switch- 
ing out of income stocks to more volatile equities is 
also undoubtedly going on in this speculative phase. 

What was the matter with the industrial list at 
the 1956-1957 triple tops? Answers: the average 
was considered too high in the vicinity of 15 time 
boom-level earnings, the small spread of stock yields 
over bond yields was considered too narrow, and the 
business boom had begun to peter out in one key 
area after another, pre- (Please turn to page 552) 
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fe bond market has just gone through its worst 
sinking spell since the outbreak of World War 
II in September 1939, with losses on many issues 
ranging from 5 to 7 points. The immediate cause 
of the collapse, dating from completion of the Treas- 
ury’s June 15 refunding, was overspeculation in 
Treasury bonds. Initial price declines stemmed from 
the more favorable tenor of business news which 
led investors generally to take a more cautious atti- 
tude toward bond purchases at prevailing high 
prices, and precipitated panicky liquidation by spec- 
ulators who had bought in expectation of further 
business decline, as well as further measures by the 
Federal Reserve to increase supplies of funds for 
loans and investments among the banks. 

It was only when liquidation began that it became 
apparent how huge the speculative interest was, and 
how largely it was financed on thin, or even non- 
existent margins by “Free Riders’! Attracted by 
the big profits racked up on all the earlier Treasury 
bond issues since last September, investors and 
speculators flooded the Treasury with subscriptions 
for new 25% six-year eight-month bonds. No less 
than $7.4 billion were taken, double the $3.5 billion 
Treasury experts had hoped to sell. 

What accounted for the unexpectedly big demand 
was the willingness of almost everybody to borrow 
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Shocking SINKING SPELL IN BONDS | 


CAUSED BY SPECULATORS 
What Now? 


By Michael Stephen 


to buy bonds. New York banks on June 18, three 
days after the new 25s were issued, were lending 
to brokers and dealers on U. S. Treasury issues 
$1,357 million, ten times the year-ago figure and a 
new high since the War Loan drives of World Wai 


II had swollen the figures. The New York Stock | 


Exchange reported that between May 28 and June 
25, borrowing against U. S. Government securities 
by member firms (both for their own and customer 
account) rose by $415 million to $957 million, the 
highest level in the fifteen years these figures have 


been kept. Unreported but known to be substantia! | 


were loans by business corporations to security 
dealers and speculators, collateralized by the new 
259s and often with no margin of protection against 
price decline. 

The Treasury’s announcement that $7.4 billion of 
the new 252% bonds had been allotted, making it 


clear that speculators would have trouble finding | 


buyers to take bonds off their hands, was enough i 


itself to weaken the market. But the real shakiness | 


developed after a news dispatch from Washington 


stated that the Federal Reserve authorities were | 


concerned that they had taken their easy money policy 
too far. This hint that a reversal of credit policy 
might be in the wind was enough to panic the bond 
market, and set off a wave of selling. 
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Witn so many of the bonds carried on 5 point 
margins, and some on no margin at all, even modest 
price declines brought forced selling, which in turn 
precipitated further softness in prices and still more 
selling. Just as it seemed that the main block of 
speculative holdings had been liquidated, and bond 
prices showed signs of steadying out, the market had 
a new shock. The revolution in Iraq and American 
involvement in Lebanon threatened another Korea 
and, at the least, even greater Treasury deficits than 
were already in prospect. The market retreat threat- 
ened to turn into a rout. 







































Official Support Operations 





The Federal Reserve authorities moved to restore 
confidence in the bond market in June by making 
large purchases of Treasury bills. Although these 
took no bonds off the market, they indicated the 
> authorities concern, supplying banks with excess 

reserves to the greatest extent since 1954, and de- 
» nied allegations that credit policy was becoming 
' more restrictive. 

When the market continued to sag, the Treasury 
began support operations of its own, using part of 
its heavy cash balances to buy the recently issued 
252% bonds in the market. The market became 
aware of these shoring-up operations shortly after 
they started in June but their full extent was not 
known until July 9 when the Treasury revealed that 
it had bought back $589.5 million of the $7.4 billion 
25s it had issued only weeks before. Explaining 
that it had not meant to issue as many of the 25¢s 
as were taken by investors, the Treasury said “the 
weight of an issue of this size, which was primarily 
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' adapted to commercial bank investors, together with 

+ large acquisitions by temporary holders, exercised 

' a disturbing effect on the market for outstanding 
public debt issues.” 

Nevertheless, bond prices continued to go off as 
liquidation continued. Taking another step to en- 
courage the market, the Treasury on July 18 re- 

nree vealed that its refunding offer for $16.3 billion ma- 
ling turing certificates and bonds would not include a 
alias bond issue, the first Treasury financing since last 
oe October that had not. Holders of the maturing se- 
War | curities were offered in exchange only one-year 
tock 13% certificates. In addition, the Treasury made 
lai it clear that its planned cash borrowing of about 
eles $3 billion in August would be confined to a security 
ae due in a year or less and that there would be no 
the further borrowing until October. Pata 
son _The Treasury announcement of its Intentions to 
rtial | give the bond market a rest for a while, failed to 
rity rally sentiment. Treasury bonds opened - higher in 
new | initial trading following news of the refunding 
inst § ‘terms but soon relapsed as much as a point below 
the opening quotations. Sentiment in the market 
» of touched new lows, as did almost all issues maturing 
g it | beyond 1963. The Treasury had shot its bolt, and 
ling § the market had not responded at all. 
h in . 
wane Federal Reserve Policy Change 
xton ‘ ‘ r = . 
iets Quickly following the failure of the market to 
ern respond to the T reasury move, the Federal Reserve 
td Bank of New York tersely announced that: “In view 
eo! of condition in the U. S. Government securities 
market, the Federal Open Market Committee has 
instructed the manager of the Open Market Accou:'t 
intl AUGUST 2, 1958 











to purchase Government securities in addition in 
short-term Government securities.” This repre- 
sented a major shift in Federal Reserve policy. 
Since December 1952 the Federal Reserve on all but 
one occasion has bought only 91-day Treasury bills 
in its open market operations. The exception was a 
purchase of $167 million 25% certificates in De- 
cember 1955, on a when-issued basis, to prevent the 
failure of a Treasury refunding. 

The Reserve authorities reportedly backed up 
their announcement with some modest purchases of 
long Treasury bonds. The market immediately took 
on a steadier tone. While there was no aggressive 
bidding for bonds, offerings tended to dry up and 
prices rallied 14 to %4 point. 


TABLE | 
SWINGS IN TREASURY BONDS 





October April July 
1957 Low 1958 High 1958 Low July 21, 1958 
Price Yield Price Yield Price Yield Price Yield 
22% Treas. bonds due 6/15/ 67-72 
8534 3.74% 97% 2.72% 9234 3.10% 93% 3.08% 
2'2% Treas. bonds due 9/15/67-72 
85% 3.79 97% 2.72 9234 3.10 93s 3.09 
2'2% Treas. bonds due 12/ 15/ 67-72 
855% 3.75 97% 2.72 9234 3.10 93% 3.08 
4% Treas. bonds due 10/1/69 
9934 4.00 110% 2.92 10558 3.34 106% 3.30 
3%8% Treas. bonds due 11/15/74 
101% 3.74 110% 3.03 104% 3.53 10434 3.47 
314% Treas. bonds due 6/15/78-83 
928 3.71 103" 3.04 97% 3.38 98'8 3.34 
314 Treas. bonds due 5/15/85 
10142) «3.12 97's 3.38 97% 3.35 
32% Treas. bonds due 2/15/90 
106% 3.16 100 3.50 100'2 «3.46 
3% Treas. bonds due 2/15/95 
8634 3.62 99 3.04 93'4 3.31 948 3.26 
TABLE ll 
Current Prices And Yields on Selected Corporate Bonds 
Rating Issue Price Yield 
Aaa—U. S. Steel Corp. 
4% Sinking Fund debentures due 7/15/83 10012 3.97% 
Aaa—N., Y. Telephone 
428% refunding mortgage bonds due 7/1/93 10178 4.03 
Aaa—Texas Company 
358% debentures due 5/1/83 97 3.80 
Aa—Amer. Tel. & Tel. 
5% debentures due 11/1/ 62-83 110 4.34 
Aa—Amer. Tel. & Tel. 
3%%% debentures due 7/1/90 98 3.98 
Aa—Consol. Edison 
4% Ist. & refunding debentures due 6/1/88 9914 4.05 
not rated—Assoc. Investment 
5%4% debentures due 8/15/77 113 4.24 
A—Southern Railway 
42% Collateral Trust deb. due 8/1/88 102 4.38 
A—Burroughs Corp. 
5% sinking fund debentures due 7/1/83 100 4.38 
Baa—Pacific Power & Light 
432% first mortg. bonds due 1/1/88 972 4.53 
Baa—Transcont. Gas Pipeline 
458% first mortg. bonds due 12/1/78 99" 4.69 
Baa—Boeing Airplane 
5% sinking fund deb. due 8/1/78 9812 5.12 


Bond Price and Yield Fluctuations 


30nd prices have now reached levels at which they 
are attracting some genuine investment demand. As 
the preceding Table | shows, the Treasury 314s of 
1990, issued last February, fell as much as 67% points 
from the April high to the July low. Nevertheless 
(Please turn to page 548) 


most longer term 
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By HAROLD 


IGNS that the recession is bottoming out, coming 

simultaneously with the traditional summer rally, 
has infused the stock market with greater rallying 
power, but, outside of the utilities and a few excep- 
tions, leadership has been mainly in lower priced 
and speculative categories. 

On top of this, the renewal of tension in the 
Middle East has caused a flurry in so-called war 
stocks, stimulated by speculators and psychologically 
encouraging the market interest of those who sold 
stocks at the onset of the Korean War and repur- 
chased them at considerably higher prices later. 

Thus, the heavy demand for shares during the 
first week of this crisis adds another element to the 
forces that are driving stocks upward out of all 
proportion to earnings and dividend prospects. 

Whether or not there will be a Middle East war 
is not the province of this article, but if it should 
come American industry will undoubtedly swing 
back into capacity operations. Such an eventuality, 
however, will also bring in its wake such half-for- 
gotten things as Excess Profits Taxes, price and 
credit controls and other mechanisms that will limit 
benefits for stockholders. 

But if there is no war (and the odds favor this 
proposition), then the latest available statistics in- 
dicate that it will be some time before American 
industry can return to the levels of profitability that 
prevailed in 1956 and early 1957. 

Figures recently released by the Federal Reserve 
Board, the SEC and the FTC all place in sharp 
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Shifts in Sales— 
—Profits and Dividends 
in the 12 Key Industries 


Showing companies above—below average 
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perspective the havoc wreaked by the recession on 
America’s corporate enterprise. Moreover, they point 
up clearly that a broad recovery will have to be 
scored before earnings and dividends can justify 
the current level of the market. 


What First Quarter Figures Show 


The accompanying tables showing the sales, earn- 
ings and dividends of large corporations offer a 
graphic portrayal of the plight of our large com- 
panies in the first quarter. Electric power and tele- 


phone utilities scored modest gains, as might be ex- | 


pected from their chrcteristically stable operations, 
but both the durable and non-durable manufacturing 
groups suffered wide sales and earnings declines. | 
What is particularly significant is the rapidity with | 
which profits evaporated even where the sales de- 
cline was moderate. Thus, in the non-durable sector 
a sales drop of only 7.6 per cent was translated into 
a 32.1 per cent decrease in after-tax profits. 





Surprisingly, dividends for manufacturing com- 
panies rose by 4.3 ver cent in the quarter, probably 
reflecting increases among the few strong sectors 
of the economy, as well as reluctance on the part of 
large companies to cut dividend payments until they 
are sure that no recovery lies ahead. Actually, how- 
ever, the total figures disguise a generally deteriorat- 
ing dividend picture. In June, 57 corporations cut 
or omitted dividends compared with only 22 in the 
same month last year. Moreover, since the beginning 
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of the year cuts or ommissions have outnumbered 


increases 359 to 136. By contrast, last year increases 
led the way 252 to 85, and in 1956 the favorable 
ratio was 453 to 45. 

By far the most significant figures, however, are 
the latest released by the S.E.C. revealing that profit 
margins in the first quarter fell to 3.4 per cent of 
sules from 5.1 per cent a year earlier, confirming 
warnings that have been repeatedly issued in this 
magazine over the last few years. 


High Fixed Costs 


The extent of the profit squeeze indicates that at 
least through the first quarter American corpora- 
tions had little success in controlling costs. Labor 
costs have been disturbingly rigid throughout the 
recession, but the real reason for the profit squeeze 
lies even deeper. For industry can lay off labor, as 
it has done so far this year, but it has no way of 
lmiting the expense of carrying the tremendous 
capacity that has been added in recent years. 

It is well to bear in mind that since the end of 


World War II American industry has spent three 
quarters of a trillion dollars on new plant and equip- 
ment, and much of it is still not paid for or written 
down on the books. There is no sidestepping these 
obligations. Interest and amortization charges must 
be met regardless of the level of earnings, even if 
the present level of profitability fails to offer maxi- 
mum tax advantages. 

Against this background, and in view of their first 
quarter experience, it will be useful to appraise the 
earnings and dividend prospects for key companies 
in each of the industries shown in the accompanying 
tables. Comments, in most instances will be confined 
to those companies that performed either better or 
worse than their industry, since the former may 
possibly offer a key to dividend-increase candidates, 
while the Itter obviously points the way to possible 
dividend casualties. 


The Rails 


Utility companies are covered in a separate 
article in this issue, but the railroads, another of 






































oe . . . 
Sales, Profits and Dividends of Large Corporations 
The table below presents final figures for the fourth quarter of 1957, and preliminary figures for the 
first quarter of 1958, covering the quarterly sales, profits, and dividends of large corporations. 
1958 1957 % 1958 1957 % 
changes changes 
Ist Ist 
Ist Qtr. Q 1957 Ist Qtr. Q 1957 
(Pre- Ist 4th to Ist (Pre- Ist 4th to Ist 
lim.) Qtr. Qtr. Q1958 lim.) Qtr. Qtr. Q1958 
PUBLIC UTILITY CORPORATIONS MFG. CORPORATIONS 
Railroad Selected Industries 
Operating revenue 2,239 2,574 2,582 —13.0 Foods and kindred products 1 
Profits before taxes 59 247 259 —76.1 (28 corps.) 
Profits after taxes 31 161 199 —80.7 Sales 1,615 1,618 ae 
Dividends 96 122 121 —21.3 Profits before taxes 140 135 153 3.8 
‘ Profits after taxes 67 65 79 3.2 
j Slecteic Power Dividends 65 39 54 67.2 
Operating revenue 2,676 2,540 2,457 5.0 M a 
Profits before taxes 768 731 630 5.1 Chemicals and allied 
Profits after taxes 421 393 357 7.1 products (26 corps.) 
Dividends 281 269 273 4.5 Sales 1,858 2,045 2,047 — 9.1 
Profits before taxes 281 395 369 —28.9 
Telephone Profits after taxes 144 197 197 —27.0 
Operating revenue 1,672 1,560 1,673 7.2 Dividends 160 150 187 7.1 
Profits before taxes 402 387 400 3.9 Petrol fining (14 
Profits after taxes 200 195 203 2.6 ee corpe.) 
Dividends 164 148 160 3=-:10.8 Sales 1,801 2,048 1,906 —12.1 
Profits before taxes 147 299 156 —50.7 
Profits after taxes 123 230 144 —46.5 
MANUFACTURING CORPORATIONS Sivideads 95 91 97 4.3 
Total (200 corps.) Primary metals and products 
Sales 16,721 19,797 18,752 —15.5 (39 corps.) 
te before taxes 1,626 2,752 2,192 —40.9 Sates 3,040 4,272 3,675 —28.8 
rofits after taxes 849 1,432 1,232 —40.7 Profits bef. 
Dividends 782 750 849 43 rofits before taxes 303 676 473 —55.2 
Profits after taxes 157 342 260 —54.0 
Nondurable goods ind. Dividends 147 157 179 — 6.5 
(94 corps.) Machinery (27 corps.) 
Sales 6,132 6636 6,560 — 7.6 Sales 2454 2,624 2,871 — 65 
Profits before taxes 649 947 778 —31.5 Profits before taxes 230 293 306 —21.5 
Profits after taxes 374 551 474 —32.1 Profits after taxes 110 141 152 —21.8 
Dividends 354 314 371 12.6 Dividends 83 79 86 4.5 
Durable goods ind. Automobiles and equipment 
(106 corps.) (15 corps.) 
Sales . eae ; 10,589 13,161 12,192 —19.5 Sales R 3,853 4,993 4,277 —22.8 
Profits before taxes 977 1,804 1413 —45.9 Profits before taxes 346 711 506 —51.3 
Profits after taxes 475 881 758 —46.1 Profits after taxes 161 336 279 —52.2 
NE oko cin cacsuscesavasss 429 436 478 — 1.7 Dividends . 164 166 173 — 1.4 
Data for table from Fed. Reserve Board. 
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1958 
Ist 
Guar. 
UTILITY CORPORATIONS 
RAILROADS 
1. Southern Pacific $148.4 
2. N. Y., Chi. & St. Louis 33.8 
3. Lehigh Valley 17.0 


ELECTRIC POWER 
1. Southern Cal. Edison 63.6 


2. Nia. Mohawk Pow. 76.8 

3. Cleveland Electric 32.1 
TELEPHONE 

1. General Telephone 76.2 

2. Amer. Tel. & Tel. 1,631.7 


FOODS AND KINDRED PRODUCTS 


1. General Foods 358.3 
2. Corn Products 81.6 
3. Pet Milk 45.1 


CHEMICALS AND ALLIED PRODUCTS 
1. American Cyanamid.§ 132.5 


2. Allied Chemical 148.8 

3. Diamond Alkali 26.8 
PETROLEUM 

1. Texas Co. 565.8 

2. Phillips Petroleum 261.7 

3. Atlantic Refining 144.8 


PRIMARY METALS 
1. Reynolds Metals 115.6 
2. International Nickel 85.2 


3. Kennecott Copper 84.8 
MACHINERY 

1. Combustion Eng. 74.2 

2. Clark Equipment 28.2 

3. Bullard Co. 4.2 


AUTOMOBILES AND EQUIPMENT 


1. American Motors 108.7 
2. General Motors 2,721.3 
3. Chrysler 537.2 





MANUFACTURING CORPORATIONS—SELECTED INDUSTRIES 





*—Percentage change on 
annual indicated basis. 
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Contrasting Sales — Profits — Dividend Record of Selected Companies In Key Industries 
-Sules or Revenues Net Profits Per Share After Taxes —_——Dividends Per Share———— 
% Chng. % Chng. % Chng. 
Ist Ist From 
Quar. Quar. 1957 
1957 to 1957 to Div. to 
——1957——_ Ist 1958 —1957—— Ist 1958 -———1957— Ind. 
Ist 4th Quar. Ist Ist 4th Quar. Ist Ist 4th 1958 
Quar. Quar. 1958 Quar. Quar. Quar. 1958 Quar. Quar. Quar. Rate* 
$158.0 $164.5 — 6.0% $1.21 $1.40 $1.37. —13.5% $ .75 $ .75 $ .75 
43.4 42.3. —22.1 -36 .94 98 —67.7 50 50 50 
13.7 16.2 —19.4 41.70 4 42 4 .31 -30 b 
54.0 54.9 +17.1 1.03 77 87 +33.7 .60 -60 -60 
73.8 71.3 + 4.1 79 70 51 +12.8 45 45 45 
31.6 30.7 — 1.6 77 79 75 - 2.7 -40 -40 40 
68.5 75.6 -+11.2 72 74 78 — 2.7 -50 45 50 -+ &.1 
1,521.2 1,601.5° + 7.3 3.22 3.32 3.27 — 3.0 2.25 2.25 2.25 
344.0 246.9 + 4.2 1.13 -92 83 +22.8 -50 45 50 -+12.8 
75.5 81.3 + 8.0 -56 54 1.01 + 3.7 45 37% .37%2 +20.0 
48.0 48.6 — 64 .29 -66 43 —56.0 -40 -40 -80 
131.1 140.3 + 1.0 58 61 69 — 49 -40 37% 47%. + 4.0 
165.8 161.7. —10.3 -68 1.01 1.06 —32.0 75 75 75 
30.1 25.0 —11.0 31 -84 25 —63.1 45 -45 45 
619.9 570.3 — 8.7 1.25 1.58 1.51 —20.6 -50 50 -85 
296.1 281.1 —11.8 -60 83 64 —27.7 42% 22 422 
169.6 143.1 —14.6 -26 1.61 67 —83.8 50 50 -50 
105.2 1144 -+ 9.9 -86 94 88 — 85 -27¥2° .2742° .15 
109.9 112.5 —22.4 84 §=1.61 1.39 —47.7 -65 -65 1.80¢ 
133.7. 103.2 —36.9 1.08 2.57 1.31 —60.0 1.50 1.50 1.50 
44.9 129.2 +39.1 51 43 97 +18.6 -28 -28 -28 
31.4 33.6 —10.1 42 52 80 —19.2 -50 -50 7s 
9.5 5.8 —55.7 4 .62 422 «(27 -30 b 
100.2 118.6 + 8.4 43 ° 41 -88 
3,076.9 2,754.8 —11.5 -65 -93 84 —30.0 50 -50 -50 ; 
1,150.7. 819.1 —53.4 41.74 5.34 1.70 75 75 1.75° —62.5 
4—3 months to Nov. 30, 1957. RECENT COMPANY RECORD: 1—Above average. 
»‘—Dividend omitted. 2—Representative. 
‘Includes extra. 3—Below average. 
‘_Deficit. 
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our great regulated industries, offer an excellent ex- 
ample of the overbearing effect of unused capacity 
when business turns downward. 

The evils of railroad labor practices are well 
known by now, and readers of this magazine need no 
reminders of the debilitating effect on operations of 
featherbedding and other forms of labor freeloading 
in the railroad companies. But there can be no doubt 
that a large part of the 80.7 per cent drop in net 
for the carriers in the first quarter can be attrib- 
uted to the dissuse of new yards, freight cars, and 
automated facilities installed in the last few years. 
Tie cost of carrying these facilities is enormous and 
his prior claim on railroad etrnings. 

Where results were substantially better than the 
industry average such as Southern Pacific, outside 
fuctors in addition to excellent management have to 
be eredited. SoPac’s first quarter earnings were off 
less than 15 per cent but the company was the 
unexpected beneficiary of the citrus crop failure in 
l lorida due to the unusually cold weather in that 
state last January. As a result the road carried an 
exceptionlly large amount of California fruit to the 
castern part of the country. Operations in Febru- 
:ry and March were not nearly as good, but the net 
effect for the quarter made excellent comparative 
,eading. More importantly, however, it virtually 
«ssured earnings of about $5.00 per share for the 
year, affording ample coverage for the $3.00 divi- 
dend. 

By contrast, the Lehigh Valley, which is heavily 
dependent on industrial activity in the east had its 
jinancial woes compounded by the recession. Reve- 
nues dropped faster than the industry average and 
earnings plummeted to a huge deficit, necessitating 
the ommission of dividends. No early resumption of 
payments seems likely. 


Durables Vs. Non-durables 


By now everyone is aware through widespread 
publicity that this has been a durable goods recession. 
While industrial equipment has slumped consumers 
have continued to spend their earnings in near 
record amounts on food, clothing and the other 
necessities of life. As a consequence the food indus- 
try is one of the very few that scored a net gain in 
the first quarter of this year. While sales were vir- 
tually unchanged increased efficiency and a more 
profitable products mix led to a modest 3.2 per cent 
increase in total industry profits. 

But it wasn’t all clear sailing. Possibly the most 
striking case in point is Pet Milk which has been 
far behind the pack in diversifying its operations to 
reduce dependence on evaporated milk. Never par- 
ticularly successful in the profit margin column, the 
company’s difficulties this year are compounded by 
lower sales and belated expansion costs that are 
running almost twice depreciation accruals. Con- 
sidering the drastic drop in net income to 29¢ per 
share from 66¢ in last year’s opening period, and 
the depleted cash and working capital position, the 
current $1.60 dividend rate may be in jeopardy. 

Throughout the food industry, however, the more 
progressive companies had nothing to apologize for 
in the first quarter. General Foods raised its earnings 
an impressive 23 per cent on only a modest sales 
increase, while most companies at least approached 
the industry average. 

Once away from the foods (and the drugs), how- 
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ever, the non-durable picture is not as attractive as 
the term “durable goods recession” might indicate. 

It is significant, moreover that the non-durable 
goods industries are characterized by relatively low 
labor costs, so that the answer to their difficulties 
must be found elsewhere. To illustrate, labor costs 
for the petroleum companies covered in our table 
account for between 13% and 19% of total costs, 
while for the machinery companies they run to 45“, 
and in the primary metals industry these costs run 
to approximately 35 per cent. 


Poor Comparisons in Oil Industry 


In the oil industry comparisons are complicated 
by the exceptionally strong showing the industry 
made in the first quarter of 1957 towards the end 
of the Suez crisis. Nevertheless, a look at the poorer 
performers indicates that operations were off sharp- 
ly even if normal comparisons could be made. At- 
lantic Refining, for example earned only 26¢ in the 
first quarter of this year, but, while the $1.61 earned 
in the same period last year was probably abnor- 
mally high, the fact remains that the company has 
earned $1.06 or more in each first quarter since 
1951. Thus by any standards the current perform- 
ance is a poor one. 

Of course, Atlantic has been hit by a number of 
factors. Refinery runs have been cut down by the 
reduction of Texas “‘allowables” and by the “volun- 
tary” import restrictions imposed by the govern- 
ment. The import situation hurt Atlantic particu- 
larly since it had just completed a large east coast 
refinery designed to process Middle East oil. In addi- 
tion, the company services the eastern part of the 
United States which is the most competitive in the 
country, and the one most subject to price wars. 
If demand picks up normally in the balance of the 
year, however, the 50¢ quarterly dividend should 
be earned. 

But even the best acting oils had their difficulties. 
Texas Company, whose earnings skyrocketed in the 
first quarter of 1957 was back to the same $1.25 
earned in the initial quarter of 1956. Closer scrutiny, 
moreover, reveals that the 20% decline in net this 
year is due to special factors. Actual operating earn- 
ings were down almost 50 per cent, but a sizeable 
increase in dividends from affiliates made final fig- 
ures look much better. 

With large reserves in the Middle East the current 
crisis creates uncertainty over the company’s imme- 
diate future, but that is also true of other companies 
operating in that area. Even assuming the best 
of conditions, operating earnings this year do not 
appear to warrant another 2% stock dividend this 
year. Cash payments will be retained, however. 

The entire petroleum industry is loaded with 
capacity at the moment, indicating that profitability 
will be sub-par in the near future even if demand 
for petroleum products returns to normal. 


Acid Taste for Chemicals 


The non-durable goods sector figures are heavily 
weighted by the sharp drop in the oil industry. 
Therefore if we could remove from the figures the 
impact of the Suez crisis on last year’s oil earnings 
the overall drop in earnings for non-durable goods 
producers would probably be less than the reported 
32.1 per cent. But, that the decrease would still be 
large, however, is (Please turn to page 550) 
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Utility Growth 





Slowing Down 


By Ward Gates 


URING the post-war period the demand for elec- 

tricity in the United States increased 185%, 
as a result of the sale of millions of household appli- 
ances, increased automation in industry and on the 
farm, the development of air conditioning, etc. This 
required a huge building program since the utilities 
had been limping along in the 1940’s with very small 
reserves of capacity. 

Back in 1930, as a result of the heavy construc- 
tion program sponsored by Pres. Hoover to combat 
the depression, the electric utilities built up a margin 
of reserve capacity of 65%. But in the ensuing 17 
years, peak load jumped 152% while capacity gained 
only 62% ; during the 1930’s there was little incen- 
tive to construct new capacity, and during World 
War II material priorities and lack of labor pre- 
vented construction. Thus the average reserve by 
1947 had dropped to 6%, and some companies in 
order to avoid break-downs had to reduce voltage, 
temporarily ration industrial or other power, etc. 

In the past decade, however, the reverse trend has 
occurred. Capacity has increased 157% while peak 
load gained only 123% so that now the margin of 
capacity over peak demand has increased to 22%. 
This reserve is probably more than ample, since a 
great deal of progress has been made in the post-war 
period in the pooling of power. Arrangements have 
been effected by a number of territorial groups (such 
as the large pool in New England, New Yoik, New 
Jersey and Philadelphia) for the central dispatching 
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of power—from the cheapest source to the point needed 
—for substantial economies of operation. Neighbor- 
ing utilities frequently have different hours of peak 
load, and thus can profitably exchange power. Also 
the company with the largest and most modern unit 
(with lowest cost operation) can run the generator 
almost continuously, so that at night smaller and 
less efficient units can be laid off. New computing 
machines are being introduced in the central dis- 
patching offices, still further improving the efficiency 
by permitting almost instantaneous calculation of 
the best power sources and best routing of power. 

For these reasons it seems rather obvious that the 
proportion of reserve capacity required for good 
service by the average utility is lower than formerly. 
It is true that a sudden heat wave, with a resulting 
rush to use air-conditioning equipment, has in the 
past made it difficult for some companies to take 
care of the demand. But this was usually at a time 
when some of the big generators were out of service 
for the periodic overhaul which custom had sched- 
uled for summer months (when the load was for- 
merly light). Now that this lesson has been learned, 
it appears likely that necessary maintenance work 
will be done at other periods of the year and hence 
it should be unnecessary to supply extra capacity to 
take care of a heat wave emergency. 

However, the utilities in making their plans for 
the 1958-60 construction program, apparently made 
litt'e allowance for the possibility of a recession 
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such as the current one. Large increases in gener- 
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ating capacity were scheduled. As of April 1, 1958 
the program of additions to generating plant was as 
follows (1957 capacity was 130 million kw) : 


Number of Capacity 

Year Units in Kw 
1958 179 15,761,300 . 
1959 113 12,685,700 
1960 85 11,398,000 
1961 55 7,191,600 
1962 and later 27 2,691,600 

TOTAL 459 49,728,200 


These figures represent a slight cutback (about 
5°> for 1958 as compared with earlier plans, which 
it is understood resulted largely from the elimination 
of overtime work in the construction program. It 
would, of course, be practically impossible to slow 
down the 1958 program otherwise, since most of the 


' equipment has been on order for at least two years 


and cancellations at this stage would presumably 


© carry heavy penalties. The 1959 program has been 


» reduced by about the same percentage. The orders 
' for 1960, on the other hand, have increased about 


3°. Orders for later delivery (1960, 1961, etc.) have 
increased from 4 million kw to nearly 10 million kw, 


» which is a normal development; the indicated addi- 
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tion for 1961 makes the figure 7.2 million, or less than 
half the 1958 program. 


New Construction Slowing Down 


It is obvious that the construction program is 
tapering off. The successive additions to capacity 
show a decline in each year. Moreover, it seems evi- 
dent that investor-owned utilities now have some 
misgivings about future excess capacity since in the 
first quarter of 1958 they ordered only about 290,000 
kw new steam generators—a negligible amount as 
compared with 2.7 million kw ordered in the first 
quarter of 1957. It is true that some 3 million kw 
of hydro generating units were placed in the first 
quarter, but these represented principally large pub- 
lic power projects—the long-delayed Niagara Falls 
project being built by the Power Authority of the 
State of New York, the big public power project in 
Chelan County (Washington), etc. Apparently pri- 
vate utilities have decided to defer new orders until 
they can determine the effect of the recession. 

Among the companies which have announced cut- 


| backs in their expansion plans are New York State 


Electric & Gas, Texas Utilities, and Public Serv- 
ice of Indiana. New York State has reduced its 
1961 new capacity moderately. Texas Utilities is re- 
ducing capital expenditures for this year by about 
3%, and next year’s by 29% ; a big generator sched- 
uled for installation in 1961 has been postponed until 
the following year. Public Service of Indiana re- 
cently announced that it might slow some construc- 
tion work, and that it was overhauling its general 
program. 

Thus far the electric utilities have not had much 
Occasion to worry about any excess capacity. Share 
earnings have continued to increase and recent re- 
ports showed average gains of about 4% over the 
previous periods. However, average plant account 
increased about 10% in the year ended March so 
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that substantial sales of bonds and preferred stocks 
were necessary. With the high money rates which 
prevailed for much of 1957, interest on funded debt 
increased 19% in the month of March compared with 
last year, and for the twelve months ended March 
more than 15%. This did not affect net income too 
seriously because more than half of the increase in 
interest was offset by a bookkeeping item called 
“Interest on Construction Credit.” This is an arbi- 
trary credit (usually at the rate of 6%) on the 
amount of cash put into new construction. After the 
new property is placed in operation the credit stops, 
the theory being that it will be replaced by actual 
new earnings. However, this is not always the case, 
particularly if there is excess capacity. Thus there 
may be some concern for future utility earnings if 
the bookkeeping credit ends and the new property 
does not “earn its keep.” 


Considerations for the Utility Investor 


There is however another factor which will tend 
to bolster the net earnings of certain utilities. This 
is the use of accelerated (sometimes called “liberal- 
ized’) depreciation in income tax returns. This has 
the effect of reducing Federal income taxes and thus 
increasing net earnings. Also the amount of savings 
automatically increases every year for a considerable 
period of years—assuming continued normal growth. 
A number of the larger utilities including Consoli- 
dated Edison, Niagara Mohawk, General Public 
Utilities, New York State Electric & Gas and Phila- 
delphia Electric, together with others in New Eng- 
land and the Pacific Northwest, carry these savings 
through to earnings but the great majority of elec- 
tric utilities cancel out the savings by setting up a 
bookkeeping item called “‘Deferred Taxes.” It is pos- 
sible that as a result of rate decisions, particularly 
in California, additional companies might decide to 
carry the tax savings through to net income. In 
any event, the use of accelerated depreciation, with 
its regular yearly increase in tax savings, is a 
favorable factor for the earnings picture as a whole. 
However, there is always some slight danger that 
an Administration less favorably disposed towards 
utilities than the present one might decide to end 
this benefit and cance] the provision which was in- 
serted in the 1954 Tax Code. 

Electric utility stocks have enjoyed a very sub- 
stantial advance since last October. They proved 
vulnerable last summer to the threat of higher in- 
terest costs but when the Federal Reserve eased the 
credit situation last fall, utilities became popular 
again. They also were sought after by investors who 
were afraid to buy industrial issues during the reces- 
sion, and considered utilities to have “defensive” 
quality. Thus, the Dow Jones Utility average has 
advanced nearly 30° since last October, much more 
than recovering the ground lost in last summer’s 
dip. The so-called “growth” utilities are again selling 
at a record 20-22 times current earnings. 

Considering the fact that electric utility earnings 
have been favored recently by weather conditions 
(the cold spring, plentiful hydro, etc.), and to some 
extent by snecial bookkeeping methods, it would ap- 
pear that the majority of them are rather fully 
priced at this time. The “war scare” in progress as 
this is written, which has stimulated industrial stock 
prices, seems to be working unfavorably for utilities 
which are showing moderate declines. END 
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BARGE OPERATORS want it known that it isn’t only 
the railroads and the air lines that are suffering 
from business slack. The Inland Waterways Com- 
mon Carriers Association has computed an 11 per- 
cent drop in barge tonnage, loadings, and gross 
freight revenue for May of 1958, compared to the 
same period of 1957. The figures cover the most 
active waterways and lines which serve 28 states 
bordering the Mississippi, Missouri, and Ohio Rivers 
and their tributaries as well as the Gulf Intracoast 
Waterway. The data were submitted to Members of 





WASHINGTON SEES: 


James R. Hoffa’s bold attempt to gather within 
the orbit of his power all unions concerned with 
transportation may be blocked by the court- 
appointed Board of Monitors which supervises his 
provisional presidency of the Teamsters. If the 
Monitors fail, every resource of AFL-CIO will be 
thrown into a campaign to stop Hoffa before he 
attains the goal of a union federation as strong 
as the one that bounced him for unethical conduct. 

The larger concern, the public interest, appears 
to have no advocate to speak for it. The prospect 
of James R. Hoffa being able to put the brakes 
on most forms of surface transport-for-hire (the 
Airline Pilots have rejected his bid) is a night- 
marish outlook. But if he succeeds he can stop 
the trucks and probably tie up the docks and 
piers. The National Maritime Union already has 
signed up and the Seafarers International union 
is ready to come into the pact “to promote juris- 
dictional peace, mutual assistance, and stability 
in transportation.” These are the declared pur- 
poses. Nobody in labor-management circles seems 
to doubt that the objectives will be enlarged to 
include organizing and collective bargaining. 

The Hoffa plan could backfire. The trend to- 
ward private carrier operation has been accel- 
erated in the past few years. More and more 
companies are equipping with one, or a few 
trucks, hauling on their own account and without 
the necessity of negotiating with the teamster 
boss for the privilege of remaining in business. 











By “VERITAS” 


Congress. No proposals for legislative aid were ad 
vanced but the barge lines don’t want to be harmec 
so competitors may be helped. 


ADVERTISING practices of business and industry 
seem to be attracting an unusual amount of penal- 
izing attention from government agencies, paradoxi- 
cally at a time when national advertisers are being 
urged to allocate $10 million worth of paid space 
and time to promotion of Federal undertakings 
Internal Revenue Service and the Federal Powe1 
Commission have ruled out utility ads as “ordinary 
and necessary expenses” because they oppose TVA- 
type operations in favor of private, taxpaying enter- 
prise; also the costs can’t be deducted from taxable 
income or used in the rate-making bases. Now the 
Renegotiation Board says Boeing’s $300,000 ad out- 
lay wasn’t essential to fulfillment of government 
contracts. The company has appealed to the U. S. 
Tax Court. 


ORGANIZATION of the National Council for Indus- 
trial Peace may mean more grief for Senator Wil- 
liam R. Knowland in his run for the governor’s 
chair in California. The founders profess to see 
labor-management strife put down if right-to-work 
laws are defeated and they have marked out Cali- 
fornia for the first big test: right-to-work will be 
one of the “questions” on the November ballot. Sig- 
nificantly, the triumvirate running the show consists 
of Mrs. F. D. R., Herbert Lehman the former demo- 
cratic Senator from New York, and John M. Red- 
ding, one-time publicity chief for the demmies na- 
tional committee. 


SALVAGE operations for the Federal wage-hour ex- 
pansion bill have been started by labor unions. 
Facing the prospect of reporting to locals that they 
accomplished nothing affirmative (although they had 
a hand in stopping legislation to end abuses) union 
officials headquartered in Washington would settle 
today for a fractional part of the 10 million addi- 
tion; to wage-hour law jurisdiction: retail employ- 
ees in stores employing 50 or more persons regu- 
larly. But the offer comes too late. Too much con- 
troversy and too little time to resolve it is the 
explanation. 
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> With Congress showing no disposition to close 
tax loopholes, the Internal Revenue Service is moving on 
on its own to snag fugitive dollars. IRS is operating within 
the narrow limits of a Public Law aimed at flagrant 
violators of the requirements of withholding tax regu- 
lations. The field would appear to be a constricted one, 
productive of little revenue. Early indications are to 
the contrary. District collectors are moving under a 
criminal misdemeanor statute that could bring fines and 
jail sentences. The penalties are provided in situations 
where the delinguent employer, after notice is served on 
him, fails to deposit withheld funds within two days after 
collection, in a separate bank account in trust for the 
























































































































































a United States. 

p» Enforcement should not be costly. IRS says the 
vast majority of employers report and pay withheld taxes 
properly. But the numerically few who chronically violate 

-nclude some managements which have been million over the past 24 years. But its 
d making use of government money with con- earnings, after deducting interest that 
ec jiderable incidental profit. would have been paid on invested capital 
during the same period would be $212 millions 
T} The practice of "double with- —- giving the government $42 million more 
- olding" isn't confined to Federal incomes. than would have been paid in taxes under 
ng i\ccording to the Illinois State Department private ownership, backers say. 
ce of Revenue, approximately 80,000 Illinois 
xs “etail taxpayers owe the State of Illinois ® The Veterans Administration is 
er 324.5 million in collected sales taxes — sounding sentiment on Capitol Hill for 
vd cash collected from customers at the time another increase in allowable interest on 
y- of sales. It is a reasonable assumption insured mortgages. ThisS comes because VA 
le that Illinois retailers differ little from home loan applications are running more 
he those of other states in which transactions' than twice as numerous for new construction 
it- taxes are collected at the sales level. as for existing properties. The rate re- 
7 3ut the enforcement problem is a stagger- cently was upped to 4 3/4 per cent; business 
; ing one: isolating the taxable from the had been slowing to a standstill. The 
; tax-free in mercantile operations presents higher interest attracted plenty of money 
‘L an auditing task which, according to the for new construction, especially in the 
a [llinois State Department of Revenue, would usual situations where many units were 
ee capture only about 15 percent of what is covered ina single project. But existing 
4 believed to be due in that state. homes do not permit such lumping together. 
li- 
- » The Federal Power Commission has . pA favorable economic indicator 
a presented some interesting data to Congress iS glimpsed in the fact that defaults on 
10- dealing with experience with the fast home mortgages insured under the FHA program 
d- write-off policy. The FPC's chief account- or guaranteed by the Veterans Administra- 
a- ant reports that in the 1955-1957 period, tion constitute an extremely low percentage 
private utilities were "Subsidized" to the of the total of such loans outstanding. 
x- extent of $2,621,318,000. Public power Latest complete figures carry to June 1: 
is. advocates on Capitol Hill were quick to there were 2,386,360 FHA insured mortgages 
y point out that this means the private in force of which only 11,947 or one-half 
vn operations were subsidized in a two-year of one per cent were in default status, and 
le period in an amount that exceeds the total only 4,819 were on the point of foreclosure. 
li- government investment in the Tennessee As of the same date, VA reported a total of 
V- Valley Authority through a guarter of a 5,886,960 GI mortgages outstanding, of 
“4 century. They also dredged up these addi- which 45,684, or 1.18 per cent were in 
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tional facts: If TVA had been a private 
utility it would have paid taxes of $170 
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default, and a minuscule 4,400 were 
labeled "Serious default". 








> Labor has it all figured out: 
the way to bring down commodity prices is 
to increase wages. Says the International 
Association of Machinists: "The prices of 
many of the manufactured items we buy for 
our homes — appliances, furniture and 
clothing — are not much higher, if any, 
than they were five years ago. In the case 
of electrical appliances — sewing machines, 
washing machines, vacuum cleaners and the 
like — prices are actually less today 
than they were in 1953, according to the 
U.S. Labor Department Index . The wages of 

















have been rising slowly but steadily during 
this five-year period. The determining 
factor is not the wage rate but the unit 
labor cost. Management lowers unit labor 
cost by retiming, downgrading, reclassify- 
ing and automation. These cut the unit 
labor cost and permit prices to come down 
while wages go up." 

















p The impact of repeal of the Federal 
freight tax is expected to be reflected in 
the cost of living indexes after Aug. l. 
Every shipper using for-hire vehicles will 
benefit and in the case of the ultimate 
consumer the benefits can pyramid. Savings 
will be much greater than the three per cent 
figure suggests: most goods are shipped 
several times in the transition between 
raw material and finished product, and the 
tax is paid each time. Cotton, for example, 
may be shipped six times between the boll 
stage and the shirt on the retailer's coun- 
ter — six applications of the three per 
cent tax. Virtually every item in the BLS 
cost-of-living computation is shipped at 
least a few times. 




















p» Russia's critical problem today 
is food shortage. With winter coming on 
it is becoming more aggravated. The country 
has failed for four decades to keep its 
food production abreast of a growing popu- 
lation, has been dropping back. Result is 
exorbitant prices for nutritional needs 
which are incrucially short supply. Senator 
Allen J. Ellender, Senate agriculture com- 
mittee chairman, returned from a trip to 
Moscow with the report: Many Russian people 
have only black bread, cabbage, potatoes, 
beets and a pot of tea for dinner. It is 
eStimated that per capita food production 
of the communist nations is still 8 per 
cent below their per capita pre-war 
averages. 
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» Faiture to feed an expanding < 
population constitutes the first challenge 
to world communism. Nutritional standards 
are extremely low and agriculture has 
stagnated while emphasis was given to heavy 
industry. Pressures are steadily mounting 
within the Soviet and in the satellite 
countries for more to eat. Before the 
communist revolution, Russia was a princi- 
pal wheat exporter in the world markets. / 
But in 1956, the Soviets imported 15-million 
bushels of wheat from Canada and additional 
tonnages from Argentina and Australia. 

All of the temperate zones in Russia are 
under collectivist cultivation. There are 
no promising new lands available for corn 
and feed grains. 





























)» The U.S. Department of Agriculture 
is authority for the statement that Russia 
is almost totally lacking in quality breed- 
ing stock. There is a dangerous shortage : 
and backwardness in refrigeration and proc- ee 
essing equipment. Transportation is uni- 
formly inadequate. Russia's food crisis 




















not for tremendous lend-lease shipments 
during wartime. 








» Congress is aiming at an Aug. 9 
quitting date. The House of Representatives 
probably could wind up its business by 
then, assuming no hitches arise, but it's 
doubtful that the Senate can clear its desks 
before mid-August, possibly later. This 
does not mean that the upper chamber is a 
Slower moving body; appropriations bills 
must arise in the House and the bulk of 
"must" lezislation which ties up the Senate Es 
each year is composed of money measures. 














Besides appropriations measures, 
two House tax bills are certain to be voted 
on — up or down. One deals with cost-of- 
living adjustments in social security 
benefits and the other concerns small 














business relief. Each is a controversial | 
proposal but each has election year appeal. 0 
It isn't certain yet what the House will do ¢ 





with labor legislation: senate-passed bills 

deal with fund disclosure and registra- . 
tion, and are concerned with the rights of 
individual workers — except the basic right ‘ 
to remain a worker if a union decrees other- ! 
wise. Mutual security, reciprocal trade, ( 
and Pentagon reorganization have run into : 
stormy weather and tactics of delay. The ; 
White House counts all three as fundamental 

to its procram. Success will be partial. é 
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What the U.S. is doing 


to counteract Soviet economic warfare 


By Martin 


Editor’s Note: (Jn the July 19 issue of THE MAGA- 
ZINE OF WALL STREET, Martin Jiri Kallen 
analyzed the methods and objectives of the 
Communist bloc in the economic war now 
being waged to win over under-developed 
countries. In the following article, Mr. Kallen 
tells how the United States is leading the 
Free World in meeting this challenge.) 


Asic differences in methods and goals are found 

when the international trade-and-aid programs 
of the free world are contrasted with those of the 
communist bloc. 

The red combine is using its economic strength 
and flexibility to achieve objectives which it can no 
longer attain through armed aggression without fear 
of free world military retaliation. Nikita Khrushchev 
put it bluntly: “We value trade less for economic 
reasons and most for political purposes.” In short: 
Conquest. There is no pretense that long-term busi- 
ness relations based on mutuality are envisioned. 
Since that is so, the economics of trade don’t figure 
in any of the equations; the future is for tomorrow! 

The communists operate their trade programs as 
a state enterprise. In the totalitarian system there 
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is nowhere else to turn for the wherewithal to carry 
on. Private enterprise cannot share, or take over, be- 
cause that system is alien to the communist ideology. 

In the Soviet system, import and export being 
state monopolies, domestic considerations can be 
ignored. Thus, a communist country can, within very 
wide limits, manipulate its trade with other countries 
for purposes of politics and economic aggression. 
The United States, as a free enterprise economy, 
cannot compete with the reds in this type of inter- 
national economic warfare. In the interests of an 
orderly and expanding United States and world 
economy, we seek instead to promote opportunities 
for private trade to expand on the basis of equal 
opportunities for all with government intervention 
at a minimum. In a free enterprise economy the 
government can have an important supporting role 
but, except in emergency situations, cannot play the 
principal role. The ultimate decisions as to whether, 
where and how to expand trade and investment rests 
with business rather than with government. The 
government can encourage and facilitate trade and 
investment. Under our system government agencies 
can create trade only to a limited extent and under 
very special circumstances such as, for example, in 
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connection with our program for 
disposing of agricultural surpluses. 


Advantages We Have 


Does that mean that a democracy 
enters the competition for inter- 
national business with the cards 
stacked against it? Not at all! We 
have many major weapons in this 


cold battle. The United States is Afghanistan 
the world’s largest exporter of both Burma - 
agricultural and industrial prod- — 
ucts. It is the world’s major pro- Senet 
vider of capital and technical as- India 
sistance. Our government agencies Indonesia 
play a dual role in aiding foreign a 
trade and investment: to create a ee 
favorable climate; to assist in the Jordan 
day-to-day conduct of trade and Lebanon 
investment. Nepal 

An example that is cited for its al 
simplicity is the operation of the Saudi-Arabiea 
Export-Import Bank: The Bank Syria 
lends money to a foreign operating Thailand 
subsidiary of an American-owned on 


public utility in order that it may 
expand its electric power facilities 
and the arrangement is regarded 
as a direct aid to the utility com- 
pany and also to the manufacturer 
of equipment needed for the expan- 
sion. However, if we look at the 
operation one step removed the 
loan may have the effect of increas- 
ing the production of the area and 
thus making it a better market for 


GRAND TOTAL 








U.S. & Sino-Soviet Bloc Economic Assistance 
To Certain Near Eastern & Asian Countries 


Millions of U.S. Dollars 


ICAt 
Oblicaticns Other U.S. Total 
U.S. Private Total Sino-Soviet 
Govt.' Investment *- U.S. Bloc 
33 14 N.A. 47 136 
25 18 N.A. 43 42 
94 2 N.A. 96 22 
11 N.A. 1 20 
2 14 N.A. 16 235 
126 293 N.A. 419 295 
27 97 N.A. 124 109 
114 26 N.A. 140 
7 N.A. 7 
51 37 N.A. 838 
28 N.A. 28 
16 N.A. 16 
7 N.A. 7 13 
204 68 N.A. 272 
63 72 N.A. 135 
N.A. 
N.A. 194 
73 2 N.A. 75 
166 56 N.A. 222 16 
N.A. 16 
1,047 699 213 1,959 1,092 


N.A.—Not available. 

+—International Cooperation Administration 

*—U.S. Private Investment for 3 years 1954-56. 

1—United States Government assistance includes agricultural sales under Public 
Law 480, ICA obligations and Export-Import Bank loans. 

*—Of the private investment figure for the United States—$213 million—it is esti- 
mated thet not less than 60% or $128 million is in oil and not more then 40% 
or $85 million in other types of investment. The figures relate to new United 
States private investment during the three calendar years 1954, 1955 and 1956. 


July 1, 1955-February 1, 19538 











American exports and for products 
of American private enterprise 
country. 

In a somewhat narrower perspective, our foreign 
economic policy as now practiced has among its pur- 
poses the creation of a climate conducive to success- 
ful business operations by traders and investors. 
The Soviet aims fail to touch these goals at any point 
and therefore fail to hold out to any beneficiary 
country the prospect of permanence, stability, some- 
thing to show for the deal. And it has strings at- 
tached in the form of subservience, political affilia- 
tion, domination. 

Against the communist proposals, the free world 
led by the United States offers economic aid pro- 
grams through technical assistance, through our 
membership in the World Bank, and International 
Finance Corporation, and through the lending policy 
of the Export-Import Bank. We encourage the eco- 
nomic development of other countries for mutual 
benefits: we seek to expand markets for American 
made goods and to promote the development of more 
secure sources of supply for needed raw materials, 
and the creation of an economic base for conditions 
under which investors can place their money with 
a greater sense of security. There are no political 
strings, no interference with the domestic govern- 
ment. 

The selling job on behalf of the United States is 
never handled (as is the case with the Russians) by 
ponderous diplomatic or military missions. The U.S. 
Department of Commerce has a soft sell which has 
proved to be successful where heavy handed propa- 


located in the 
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ganda has failed. It centers on the Trade Missions 
Program, which at first was an adjunct of the Trace 
Fair Program but now has separate status. These 
trade development missions have been successful in 
clearing up misunderstandings abroad about our 
foreign economic policy and in providing traders of 
other countries with specific information to help them 
in their economic relations with the United States. 


Our Trade Missions 


These missions, normally consisting of three busi- 
nessmen under the leadership of a government repre- 
sentative, spend up to two months discussing two- 
way trade and private investment with businessmen 
and government leaders in the host country. They 
hold meetings and individual consultations in the 
major trading centers and set up information booths 
at Trade Fairs if any are operating in the locality. 
They explain ways of doing business in the United 
States. They explore trade opportunities. They talk 
about availability and methods of obtaining United 
States private capital and technology, trade and 
investment policies. The Commerce Department pays 
only travel expenses and government per diem. In 
all, 47 missions, including 121 business leaders, have 
visited more than 400 cities in 35 countries. They 
have made more than 125,000 business contacts and 
have met in group and individual consultations with 
about 28,000 foreign businessmen. They have filed 
reports on more than 1,100 business opportunities 
for United States foreign trade or investment. It is 
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impossible to estimate the dollar potential of these 
opportunities but the leads recently developed in one 
country exceeded $30 million. 


Balance of Payment Consultations 


Impossible under the communist trade system but 
most effective under the Free World program for 
sound economies are the balance-of-payments con- 
sultations, such as the one recently completed at 
Geneva. These consultations were held with Den- 
mark, Norway, Sweden, Italy, The Netherlands, 
Greece, Austria, and Germany. Under the General 
Agreement on Tariffs and Trade (GATT), countries 
maintaining restrictions on trade for balance-of- 
payment reasons agreed to consult upon request re- 
garding their need for continuing such restrictions 

ad the manner in which they apply them. 

Two Western European countries announced the 
removal of import restrictions on an important 
range of goods from the United States and other 

lar countries. New measures of liberalization 

ere taken by Sweden and Italy. In addition, Austria 
-nd Germany announced they would take comparable 

eps in the near future. The Federal Republic of 
Germany is making studies which are expected to 
| ring its policy into line. 

In addition to the new liberalization measures 
made public, a number of the consulting countries 
;eported other recently-adopted rules which reduce 
restrictions against dollar imports, thereby placing 
them on a more equal competitive basis with similar 
goods from non-dollar areas. Under Norway’s im- 


port quotas, for example, dollar goods are normally 
treated as favorably as any other goods. The Nether- 
lands and Greece reported that, for most practical 
purposes, dollar and non-dollar goods are treated 
equally and that remaining quantitative import re- 
strictions are negligible. 


Free World vs. Soviet System 


That marks tangible progress under the Free 
World system; progress which cannot be matched 
under any Soviet agreements which exist or are in 
prospect. And, additionally, balance-of-payments 
consultations are planned for September and Octo- 
ber, affecting the policies of the following Nations: 
France, Turkey, Finland, Japan, United Kingdom, 
Rhodesia and Nyasaland, Australia, Ceylon, New 
Zealand, Pakistan, Union of South Africa, and India. 

It has been charged by some that reciprocal trade 
agreements which this country has entered into, have 
not been, in fact, reciprocal; that we have reduced 
our duties without receiving in return equivalent 
reductions from contracting parties. When this was 
brought to the attention of Commerce Secretary 
Sinclair Weeks, he demurred: 

“By the best estimates we have been able to make, 
we have obtained concessions from other countries— 
that is, duty reductions or bindings—on some $7 bil- 
lion of United States exports, of which at least one- 
half would be exports of goods that pay duty in the 
importing country. For our part we have granted 
concessions on about $7 billion a!so, but about three- 
fifths of this amount has (Please turn to page 546) 
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Electronic and T V Companies 


By Stanley Devlin 


cine the amazing growth of electrical equip- 
ment and electronics throughout the entire in- 
dustrial, defense and civilian economy, the industry 
generally continues to turn in a sub-par earnings 
performance. First quarter statements, in fact, made 
fairly unattractive reading, and the equipment group 
had the dubious distinction of being one of only two 
industrial groups that suffered a net decline in the 
market between January and the end of June, 1958. 

As in past years, at least one segment of the in- 
dustry did well, but gains were offset by setbacks in 
other fields. The television broadcasters held their 
own in the early part of the year, and electrical 
equipment shipments starred as one of the few 
bright spots in the entire capital equipment picture. 
But at the same time military electronics still suf- 
fered from the effects of last year’s mid-year stretch- 
out of defense payments, appliance sales remained 
weak and televisions set sales just about held their 
own. Radio and phonograph sales suffered a slight 
abatement in the recovery that began late last year, 
but showed every sign of doing better as the year 
progressed. 

At the moment there are definite signs that the 
pattern is changing, but still there are no indications 
that all segments of the industry will join forces in 
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Hopeful Signs vs. Troubled Spots for 








an upward move that would work magic on company 
profits. To enumerate just a few of the conflicting 
trends, household appliances, at least of the smalle1 
variety such as toasters and irons, have taken a 
definite turn for the better, but sales of television 
advertising time are lagging for the broadcasters 
Military electronics orders have begun to flow at a 
fast pace in line with the new emphasis on guided 
missile production, but industrial electrical equip- 
ment is backward along with other forms of capita! 
equipment. Generating equipment while scheduled 
for strong shipments through 1958 is slated to recede 
substantially in 1959. 

Obviously, then, near term earnings for companies 
in the industry will depend in no small measure on 
their degree of specialization in the advancing or 
receding fields, or in their product mix and the suc- 
cess they have in swinging rapidly from emphasis 
on declining products to rapid production of items 
coming into heavy demand. 





Outlook for Heavy Electrical Equipment 
In this framework, a rundown of each of the ma 
jor electrical and electronic fields will place the out- 
look for individual companies in proper perspective 
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——Full Fiscal Years 
Net Profit 
Net Sales Margin 
1956 1957 1956 1957 
—(MiHions)——— % % 


INDUSTRY LEADERS: 
GENERAL ELECTRIC 

W.C. (mil.) ‘56—$590.3 
W.C. (mil.) ‘57—$618.6 





WESTINGHOUSE ELEC. 1,525.3 2,009.0 2 
W.C. (mil.) ‘56—$687.2 


W.C. (mil.) ‘57—$706.7 


ELECTRONIC CONTROLS: 
AVCO MFG. 

W.C. (mil.) ‘56—$68.2 

W.C. (mil.) ‘57—$74.0 


3.6 


320.5 314.8 95.1 4.0 


BECKMAN INSTRUM. 
W.C. (mil.) ‘56—$7.8 
W.C. (mil.) ‘57—$6.3 


BENDIX AVIATION 
W.C. (mil.) ‘56—$112.5 
W.C. (mil.) ‘57—$126.1 


29.3! 38.0! 5.9 5 


581.4 711.2 3.8 





CONSOL. ELECTRODYNS. 5.1 
W.C. (mil.) ‘56—$ 9.0 


W.C. (mil.) ‘57—$12.5 


25.0 2.5 


DAYSTROM, INC. 
W.C. (mil.) ‘56—$26.3 
W.C. (mil.) ‘57—$23.2 


744+ 3.3 2.8 


GEN. PRECISION EQUIP. 
W.C. (mil.) ‘56—$47.4 
W.C. (mil.) ‘57—$53.2 


153.2 2.3 


INT. TEL. & TEL. 
W.C. (mil.) ‘56—$203.9 
W.C. (mil.) ‘57—$200.8 


544.8 5.1 


MINN. HONEYWELL REG. 287.9 324.8 7.7 
W.C. (mil.) ‘56—$111.8 


W.C. (mil.) ‘57—$131.8 


6.9 


RAYTHEON MFG. 111.8° 
W.C. (mil.) ‘56—$38.0 


W.C. (mil.) ‘57—$45.4 


TEXAS INSTRUMENTS 
W.C. (mil.) ‘56—$ 9.2 
W.C. (mil.) ‘57—$11.1 


2.6 


5.6 


TUNG-SOL ELECTRIC 
W.C. (mil.) ‘56—$15.1 
W.C. (mil.) ‘57—$24.4 


3—6 months ended Mar. 31. 





N.A.—Not available. 
(W.C.)—Working capital. 
4I_-_Deficit. 

1—Year ended June 30. 

2—9 months ended Mar. 31. 


56—Paid 3% stock. 





General Electric: Current operations indicate some recovery in the latter 
part of the year. Equipment sales will probably slow in 1959, however, 
making dividend increases doubtful. (A2 


Westinghouse: Poor first quarter will lower earnings for the year to 
about $3.50 per share. $2.00 dividend is secure, but earnings growth will 
slow over near term. (B3) 


Avco Manufacturing: Primarily a defense producer, operations should be 
satisfactory for the next several quarters indicating continuation of at least 
the current dividend. (C1) 


Beckman Instruments: Sharp earnings drop early this year will probably 
level off now, but cash dividends cannot be expected for some time. (C3 


Bendix Aviation: Defense missile program is now moving into high gear 
and Bendix will be among the main beneficiaries. Dividends are secure. (B1) 


Consolidated Electrodynamics: Upheaval in the defense program caused 
earnings to decline in last two quarters. Some improvement expected. (C2) 


Net Per 
Share 
1956 1957 
$4,090.0 $4,335.6 5.2% 4.9% $2.45 


-10 


41.84 


5.04 


1.35 


1.63 


3.92 


72 


4.8 3.84 


1.36! 


2.774 


3.40 


.23° 


'—Years ended March 31, 1957 & 1958. 
5—7 mos. ended Dec. 31, 1956; fiscal yr. changed. 


Leading Electrical & Electronic Equipment Producers 


Dividend Per —1st Quarter— 

Share Net Per Price cated 
Ind. Shore Range Recent Div. 

1957 1958* 1957 1958 1957-1958 Price Yield 


Indi- 


$2.84 $2.00 $2.00 $1.47" $1.18° 7232-523%. 60 3.3% 


2.00 2.00 -82 -73 6952-52% 56 3.5 


1.38 -40 56" -67° 7%¥- 4% 7 S$7 


-16! 6 -60- 322 4734-18 20 


5.44 2.40 2.40 2.57° 1.73% 6634-42 56 4.2 


73 -40 -40 -24 -05 5434-25 30 


2.57* 1.20 1.20 47 -27'2 34 3.5 


3.03 2.40 85 -16 474-282 31 3.2 


3.12 1.80 1.80 -82 -84 38%-25%4 37 4.8 


3.07 1.75 1.75 79 -61 131 -73%2 90 


2.42 ‘ .40 -58 35-16% 32 


-25 -34 42%4-15% 41 


-25 -52 37%2-21%4 27 5.1 


7—Paid 5% stock thus far in 1958. 
‘—Plus stock. 
%—1st 6 months. 
*—Indicated dividend 

for full year. 
Daystrom: Company has been insulated from defense stretchouts and has 
been only moderately affected by the recession. At least $1.20 expected, 
with a year end extra possible. (B2 


General Precision Equipment: Share earnings drop and reduced dividend 
mark company’s low water mark. Increasing defense business should lead 
to improvement from now on. Reduced dividend will be maintained. (C3) 


International Tel. & Tel.: Good earnings increase expected this year, 
bolstered by full operations of the DEW LINE and WHITE ALICE defense 
communication networks. (Bl 


Minneapolis-Honeywell: Poor first quarter and unprofitable computer 
division will limit earnings growth this year. Second half should be better 
than the first, indicating no jeopardy for the dividend. (A2 


Raytheon Mfg.: Successful defense contracting leading to much higher 
sales. Earnings shovid advance in 1959 and cash dividends may be 
resumed. (Cl 


Tung-Sol Electric: Heavy inventory cutting by customers reduced earnings 
in first quarter, but dividend was covered. No change seen. 








RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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Because of its dominance by the two giants of the 
industry, General Electric and Westinghouse, the 
outlook for generating equipment is of prime im- 
portance. 

It has been said, and with truth, that the electrical 
equipment industry is doubly blessed. Increases in 
the use of appliances and industrial electrical equip- 
ment lead in turn to increases in the need for gen- 


erating and distributing capacity, which in turn 
allows for greater utilization of electrical equipment 
Since both types are turned out by the electrica! 
equipment industry, the rapidity of its growth is 
understandable. The enormous expansion of industry 
in the past five years has kept utilities constantly 
hopping to maintain adequate capacity to fill the 
kilowatt requirements of their customers. As a re- 


























Leading Electrical & Electronic Equipment Producers—(Continued) 
Full Fiscal Years 
Net Profit Dividend Per Ist Quarter—- Indi- 
Net Sales Margin 1956 1957 Share Net Per Price cated 
1956 1957 1956 1957 Net Per 1957 Ind. Share Range’ Recent Div. 
(Millions) % % Share 1958* 1957 1958 1957-1958 Price Yield 
ELECTRICAL EQUIPM:NT 
& CONTROLS: 
ALLIS-CHALMERS $547.4 $534.1 3.7% 3.3% $2.42 $2.11 $2.00 $1.00 $ .61 $ .27 36%4-20% 25 4.0% 
W.C. (mil.) ‘56—$267.5 
W.C. (mil.) ‘57—$257.6 F 
CUTLER-HAMMER 79.3 74.8 8.8 8.0 5.23 4.51 2.50 2.00 1.23 81 64%4-38'2 51 3.9 F 
W.C. (mil.) ‘56—$21.7 1¥ 
W.C. (mil.) ‘57—$20.8 i 
FEDERAL PACIFIC ELEC. 39.2! 49.5| 46 4.9 2.13! 23..1 .80° .60 2.02- 1.85° 25%%-17% 22 3.6 f 
W.C. (mil.) ‘56—$13.5 F 
W.C. (mil.) ‘57—$14.3 I 
ROBERTSHAW-FULTON 72.6 71.2 5.8 5.5 2.82 2.36 1.50 1.50 -84 40 36%2-20% 25 6.0 , 
W.C. (mil.) ‘56—$21.4 if 
W.C. (mii.) ‘57—$22.5 
SANGAMO ELECTRIC 44.2 47.0 6.2 5.8 3.43 3.49 1.86 1.20 1.19 -24 3934-25 26 4.6 I 
W.C. (mil.) ‘56—$12.4 i} 
W.C. (mil.) ‘57—$12.9 IF 
me ee a —— | 
SQUARE “’D” Co. 102.3 104.1 11.4 8.7 2.28 1.74 1.00° 1.00 49 -27 3534-194 21 4.7 | 
W.C. (mil.) ‘56—$28.6 | 
W.C. (mil.) ‘57—$26.9 
ELECTRICAL PRODUCTS: 
MAYTAG CO. 113.0 98.6 7.4 6.7 4.90 3.78 2.40 2.c0 -97 1.04 3234-22 33 6.0 | 
W.C. (mil.) ‘56—$19.4 } 
W.C. (mil.) ‘57—$22.0 | 
McGRAW-EDISON 248.8 256.6 6.0 5.7 2.96 2.83 1.40 1.40 89 39 47 -29% 33 4.2 
W.C. (mil.) ‘56—$68.7 | 
W.C. (mil.) ‘57—$75.6 | 
= | 
RELIANCE ELEC. & ENG. 64.8 95.4 4.5 6.3 3.48 4.71 1.70 1.80 2.27° 1.61° 50%-30'2 36 5.0 
W.C. (mil.) ‘56—$16.9 | 
W.C. (mil.) ‘57—$22.0 
SUNBEAM CORP. 121.8! 104.9! 9.5 8.9 3.75! 3.03! 1.65 1.65 N.A N.A. 5734-391 50 3.3 
W.C. (mil.) ‘56—$33.9 
W.C. (mil.) ‘57—$34.7 } 
} 
WHIRLPOOL CORP. 390.9 402.3 3.6 2.6 2.23 1.61 1.40 1.00 45 .29 267%-153%4 21 4.7 
W.C. (mil.) ‘56—$60.4 
W.C. (mil.) ‘57—$46.5 
(W.C.)—Working Capital. %—6 months ended April 30. 
N.A.—Not cvaiaaie. +—Years ended March 31, 1957 & 1958. } 
1_Year ended June 30. '—Plus stock. | 
2_9 months ended March 31. *—Indicated dividend for full year. 
Allis-Chalmers: Good sales of electrical equipment this year and pickup Square ‘’D’’: Decline in capital spending led to big drop in first quarter 
in farm machinery sales shou!d buttress earnings and enhance longer term earnings. Lower expansion expenses should protect dividend. (B3) 
outlook. Recently reduced dividend should be maintained. 
‘ : eas ; Mayiag: Restyled appliance lines led to small earnings upturn in first 
Cutler-Hammer: Picture is changed by recent acquisition of Airborne In- quarter, but large increase for the year is doubtful. Dividend secure. (C2 
struments, which will reduce reported earnings. Year end extra is not ‘ 
secure. (B3) NcGrzw-Edison: Reduced sales to utility companies and lagging appliance 
Federa) Pacific E ectric: Higher scles of utility distributing equipment sales reduced earnings early in year. Some pick up should be evident later, 
is sparking an earnings upswing. Dividends safe. supporting the regular dividend. (B3 
Robertshaw-Fulton: Exceptionally poor first quarter may lead to worse Sunbeam: End of ‘’Fair Trade’’ may cause temporary damage to company’s 
results in second period. Dividend is well covered by cash earnings, how- good trade position. Small earnings decline probable this year, but dividend 
ever. (B3) siculd be maintained. (B2) 
Sangamo Electric: Recession and housing slowdown caused sharp sales Whiripoo!: Reduced appliance sales led to big earnings drop in first three 
and earnings drop. Cash position is weak indicating possible dividend months. Earnings for the year will probably cover the 25¢ quarterly, 
cut. ) dividend, however. (C3) 
RATINGS: A—Best grade. 1—Improved earnings trend. 
B—Good grade. 2—Sustained earnings trend. 
C—Speculative. 3—Lower earnings trend. 
D—Unattractive. 
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Full Fiscal Years 


W.C. (mil.) ‘56—$38.1 
W.C. (mil.) ‘57—$45.1 


(W.C.)—Working capital. 
“Deficit. 


'—Year ended June 30. 
*—9 months ended March 31. 


Admiral: Deficit operations in first quarter will delay resumption of divi 
dends. Better TV-set margins should lead to better figures in balance of 
yeor. (C3 


American-Broadcasting Paramount: Company has proved successful in 
programming ond theatre operations are no longer a drag on earnings 
Slower advertising revenues in fall may be in the offing, however. Dividend 
secure. (B2 


Columbia Broadcasting “‘A’’: A continuation of better profits seems in 
the cards for this excellent company. No change in dividends. (B1 





Magnavox: Continued emphasis on high quality lines has paid off in 
further earnings advance so far this year. A small dividend increase may 
be forthcoming. (B1 
RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative 
D—Unaottractive. 





Leading Electrical & Electronic Equipment Producers—(Continued) 


Net Profit Dividend Per —1st Quarter Indi- 
Net Sales Margin Net Per Share Net Per Price cated 
1956 1957 1956 1957 Share Ind. Share Range Recent Div. | 
RADIO & TV (Millions) % % 1956 1957 1957 1958* 1957 1958 1957-1958 Price Yield | 
ADMIRAL CORP. $ 185.8 $ 172.6 5.9% 5.5% $ 64 $.41 $ .24 $°.04 14%- 642 10 } 
W.C. (mil.) ‘56—$40.7 | 
W.C. (mil.) ‘57—$40.4 | 
AMER. BROAD.—PARA. 206.9 215.8 4.7 2.2 1.78 1.10 $1.00 $1.00 40 43 247%s-115, 18 5.5% | 
W.C. (mil.) ‘56—$41.2 
W.C. (mil.) ‘57—$45.8 
= — 
COLUMBIA BROAD. A” 354.7 385.4 4.5 5.7 2.13 2.82 1.00° 1.00 77 -83 36'%2-23'2 30 3.3 
W.C. (mil.) ‘56—$74.4 | 
L W.C. (mil.) ‘57—$92.9 | 
MAGNAVOX CO. 70.5! 87.4! 4.3 4.3 3.54! 3.90! 1.50° 1.50° 3.53- 3.34- 44 -28% 38 3.9 
W.C. (mil.) ‘56—$15.5 
W.C. (mil.) ‘57—$18.3 
MOTOROLA 227.5 226.3 3.5 3.5 4.12 4.04 1.50 1.50 1.10 -35 5134-35 39 3.8 
W.C. (mil.) ‘56—$50.8 
W.C. (mil.) ‘57—$52.2 
PHILCO CORP. 356.5 372.6 1 1.1 -05 1.00 4 21 "28 1838-11 16 
W.C. (mil.) ‘56—$80.6 
W.C. (mil.) ‘57—$79.3 
R.C.A. 1,121.0 1,170.9 3.5 3.2 2.63 2.52 1.50 1.50 -87 59 40 -27 35 4.2 
W.C. (mil.) ‘56—$303.1 
W.C. (mil.) ‘57—$305.5 
SYLVANIA ELECTRIC 332.3 342.9 4.4 3.7 4.11 3.48 2.00 2.00 .84 .30 46'4-29'3 36 5.5 
W.C. (mil.) ‘56—$102.0 
W.C. (mil.) ‘57—$112.0 
ZENITH RADIO 141.5 160.0 4.3 5.1 6.27 8.29 2.50 4.00 1.68 2.07 8652-455, 85 4.7 


\—Plus stock. 
+—Paid 4% stock. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 


*—Indicated dividend for full year. 


Motorola: Poor first quarter should be offset by rising military business 
and pick-up in radio set sales. Dividends secure 2 


Philco: Distribution problems for TV-sets led to sharp earnings drop in first | 
quarter, and no upturn seems in the making. Good defense contracts will | 
not alter bad earnings picture. (B3 } 

| 
R.C.A.: Good defense contracts should help offset poorer television sales, | 
and broadcasting difficulties. The 50¢ dividend, although narre wly covered 
in the first quarter, should be maintained. (B2 


Sylvania: Strong upswing from depressed first half expected, affording 
some safety to the narrowly covered dividend. (B3 


Zenith: Unique industry position and successful operation will continue 
this year. Extras can be expected, or quarterly rate may be raised. (Al 




















sult, even though capital expenditures have dropped 
precipitously this year, shipments of generating 
eyuipment have been at record levels as orders 
placed as long as two years ago have reached the 
delivery stage. 

There are indications, however, that 1958 may 
prove to be the high-water mark for the equipment 
producers until well into the 1960s. Utilities will 
ontinue to increase kilowatt capacity, but even if 
there had been no recession the rate of increase 
vould begin to slow down in 1959. Kilowatt capacity 
icreased at a compound rate of about 9 per cent in 
he period since 1950, but few people realize that 
during that time the Atomic Energy Commission 
increased its consumption of electricity from less 
han 3 million kw. in 1950 to 58 million kw. by 1956. 
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This enormous figure accounted for over 10 per cent 
of all electricity sales in that year. The A.E.C., how- 
ever, has now cut back to 52 million kw. per vear, 
and has officially estimated that this rate of con- 
sumption will be sufficient for its needs through 1970. 
57 per cent of the AEC’s power requirements are 
furnished by TVA (now the largest single producer 
of electric in the country). Most of the remaining 
power is supplied by Electric Energy, Inc. and Ohio 
Valley Electric Corp. (OVEC), whose stocks are 
owned by private utilities. The cutback in AEC re- 
quirements indicates that the industry will no longer 
have the benefit of the extraordinary fillip to gen- 
erating capacity supplied by the AEC in recent 
years. As a result makers of generating equipment 
would be affected even if (Please turn to page 541) 
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Mixed outlook among individual 




















OFFICE EQUIPMENT COMPANIES 


By W. A. Hodges 


N THE face of heavy capital cutbacks by most seg- 
ments of industry, sales of office equipment of all 
kinds from typewriters to desk-sized computers 
slumped sharply in the first quarter of the year. By 
the end of May, however, virtually every company in 
the computer field had reported a decided pickup in 
sales, and from all indications the balance of the 
year should compare favorably with 1957. 

As in most fields, the companies with the newest, 
or most remodeled products are reporting the best 
results so far, but some gains are appearing in 
almost all product lines. Thus, the worst fear of the 
industry in the early months of 1958 that business 
leaders generally had become disenchanted with the 
benefits of computers and other types of office auto- 
mation, appears to have been overstated. As a result, 
research programs are again moving ahead under 
full heads of steam. 

In contrast to the sales picture, earnings for most 
companies continue to be punished by the heavy in- 
vestment in new electronic equipment. Thus, in view 
of the heavy depreciation charges most firms are 
racking up, an early return to normal profit margins 
still seems a long way ahead. Fortunately, however, 
a sales resurgence will prevent a repetition of the 
first quarter situation which cut exceptionally deep 
into the profits of several important producers. 

Despite the heavy costs of research and develop- 
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ment, it is interesting to note, however, that the least 
attractive earnings in the first quarter were report- 
ed by companies that have still failed to make head- 
way in the electronic equipment field. As a matter of 
fact, Royal-McBee and Smith-Corona Marchant 
pared their dividends in the first three months of the 
year, while Underwood, which was one of the latest 
entries into the electronic field was forced to omit its 
dividend entirely for the first time since 1911. 

By contrast, IBM, the overwhelming giant of the 
industry, racked up record sales and earnings in the 
first quarter and went on to new heights in the sec- 
ond quarter, despite a fairly sharp cut in new orders. 
Backlogs saved the day for IBM during the lean 
order period, but a pick up in new business will be 
needed, to avoid an eventual earnings drop. 


Active Sales Promotion Programs 


The substantial reversal of the downward sales 
trend for the industry since the first quarter can be 
laid to several important factors, but by far the most 
vital was the industry’s refusal to take the situation 
lying down. By the middle of the first three month 
period IBM had launched its operation “Spark” to 
reactivate business interest in electronic office equip- 
ment, and other important producers such as Na- 
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ADDRESSO.-MULTIG. 
w.c. (mil.) ‘56—$26.1 
w.c. (mil.) ‘57—$28.6 


BURROUGHS CORP. 
v.C. (mi!.) ‘56—$91.0 
N.C. (mil.) ‘57—$91.3 





>OMPTOMETER CORP. 
W.C. (mil.) ‘56—$5.2 
N.C. (mil.) ‘57—$4.7 


INT. BUS. MACH. 
W.C. (mil.) ‘56—$124.2 
W.C. (mil.) ‘57—$294.7 


NATIONAL CASH REG. 
w.c. (mil.) ‘56—$99.3 
W.C. (mil.) ‘57—$93.4 


PITNEY-BOWES 
W.C. (mil.) ‘56—$11.2 
wW.C. (mil.) ‘57—$ 8.4 


ROYAL McBEE CORP. 
W.C. (mil.) ‘56—$32.6 
W.C. (mil.) ‘57—$28.4 


SMITH-CORONA MARCH.* 
W.C. (mil.) ‘56—$16.5 
W.C. (mil.) ‘57—$32.0 


SPERRY RAND CORP. 
W.C. (mil.) ‘56—$240.3 
W.C. (mil.) ‘57—$218.1 


UNDERWOOD CORP. 
W.C. (mil.) ‘56—$35.5 
W.C. (mil.) ‘57—$35.6 


(W.C.)—Working capital. 
N.A.—Not available. 
—Deficit. 
—Indicated dividend 
for full year. 





is possible. (B3) 


RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


Position of Leading Office Equipment Companies 


Full Fiscal Years Ist Quarter 


Dividend Per 


Net Profit 
Net Sales Margin 1956 1957 Net Per Share | 
1956 1957 1956 1957 Net Per Share Ind. Price Recent Div. | 
Share 1957. 1958 1957. 19587 Range Price Yield 


(Millions) % % 


$ 86.9 $106.2 8.3% 7.2% $8.34 $8.40 $6.60" $6.99° $4.00° $4.00° 205 -102 205 1.9% 


271.7 281.1 5.2 3.6 1.67 -53 -18 1.00 52%- 27% 33 3.0 | 


11.8 12.0 3.3 14.9 4.74 861,12 .05 4.10 103g- 33% 7 
| 
734.3 1,004.4 93 8.8 6.55 7.73 3.47% 4.27° 2.30 2.60° 3762-249 365 .7 
| 
} 
340.9 382.55 54 4.7 2.62 2.57 54 52 1.20 1.20 71'%2- 46% 65 1.8 
- 
43.5 459 94 9.0 3.14 3.07 .70 70 = 1.60° 1.60° 7034- 44 66 2.4 
95.8! 107.61 5.9! 4.11 3.47! 2.68! 2.532 .22° 1.40 60 403%%4- 16 18 3.3 
69.0° 83.9% 5.23 4.15 2.32% 2.16% 1.704 1.07% 925 1.00 27%- 14% 17 5.8 
| 
868.9° 864.39 5.75 3.1 1.747 .967 NLA N.A .80 80 26%- 17% 18 4.4 
70.5 67.5 111.5 2.3 110.91 2.13 4.84 12.88 .40 3334-12 19 





*—Pro forma earnings; new title after merger 
with Marchant Calculators ,Inc. 

1—Year ended July 31. 

*—9 months ended June 30. 


*—Year ended June 30. , 
*—9 months ended March 31. 
°—Plus stock. 

S—1st 6 months. 


Addressograph-Multigraph: Rising earnings trend scheduled to be sus- 
tained throughout the current year. Company proposes 3 for 1 stock split 
and contemplates moderate dividend increase. (A-1 


Burroughs Corp.: Lack of profits from computer operations and decline 
in standard office equipment has cut deeply into earnings. A dividend cut 


Comptometer Corp.: Despite reorganization, earnings improvement has 
not materialized. Divende outlook uncertain. (D' 


IBM: Giant of the industry, scores impressive earnings gains in first half 
despite slowdown in new orders. Further advances expected. 


National Cash Register: Success of new electronic equipment is bettering 
earnings picture. No dividend increases seen, but full year results should 
compare favorably with 1957 despite slower cash register sales. (Al 


7—Year ending Mar. 31 of following year. 


Royal-McBee: Reduced first quarter earnings and doubtful future led to 
dividend cut in June. Better business in second half but no return to former 
payments. (B3) 


Smith Corona-Marchant: Merger of Smith-Corona and Marchant Calcu 
lator, new company will take time to adjust to new status. No appraisal 
possible at moment. 


) 


Sperry-Rand: Poor first quarter showing may be reversed as company 
swings into full defense operations. The 20¢ quarterly dividend does not 
appear to be in danger. (B2 


Underwood Corp.: Large deficits in first half of year will prevent an early 
return to dividend paying basis. Outlook for balance of year better than 
first half, but still unsatisfactory. (C3 


1—Improved earnings trend. 
2—Sustained earnings trend. 


3—tLower earnings trend. 
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tional Cash Register and Sperry-Rand followed suit. 

They found that in addition to the recession, sales 
were lagging for several reasons, but the most im- 
portant seemed to be the inability of companies to 
make maximum use of the equipment once installed. 
As a result, technical “task forces” were placed at 
the disposal of prospective customers to help them 
iron out their paper-work difficulties, and to set up 
their office procedures in a way that would bring 
maximum benefits from office automation. 

The result was more than worth the effort. Not 
only did sales revive, but many customers that had 
“stretched out” their equipment buying programs 
started to accept normal deliveries again. In essence, 
the office equipment producers provided a shining ex- 
ample for the rest of industry on how to act in a 
recession. Rather than sit back and accept the dic- 
tates of the market place, they accelerated their sales 
efforts and reduced their particular recession to very 
limited proportions. 


Earnings Prospects Vary Widely 


But if the industry has met the sales challenge, it 
still has a long way to go before earnings reach a 
satisfactorily comfortable level. With the exception 
of IBM, and specialized producers such as Addresso- 
graph-Multigraph and Pitney Bowes, earnings from 
electronic equipment still range from minute to nil 
for the vast majority of producers. 

A possible exception is National Cash Register 
which is enjoying outstanding success with its ‘‘Post- 
Tronic” low priced bank posting machine. Since the 
first installation last year in the Clifton National 
Bank & Trust Company, these $11,000 units have 
been placed in over 250 banks. In all, almost 2,000 
machines have been sold, and from all indications, 
there is no let up in the demand. 

As a result, despite a slowdown in cash register 
sales, the company’s revenues in April and May rose 
to $65.2 million from $64.5 million in the same two 
months last year, reversing the 3 per cent decline 
reported in the first quarter. Earnings appear cer- 
tain to show up better than in the first quarter when 
net per share were reported at 52¢ against 54¢ in 
the same period of 1957. 

Still, unless cash register sales pick up soon, earn- 
ings advances for the year will be small if any, for 
the simple reason that depreciation charges on the 
facilities for producing the Post-Tronic machines 
will remain high, along with the unamortized cost of 
research and development. 

To a lesser degree, even IBM has somewhat the 
same problem. Sales so far this year have bounded 
ahead to $564 million in the first half compared with 
$456 million in the same period of last year. Earn- 
ings have aiso climbed to a record high, toting up 
to $4.27 per share against $3.47 last year, but the 
growth in profits lagged behind sales. 

The reason can be found in the product mix. 
Largest sales are now in the company’s data process- 
ing division which also accounts for the heaviest de- 
preciation charges, and therefore the smallest profits 
margins. On the other hand, typewriters, which are 
high profit margin items, are not selling nearly as 
well as they were last year. 


Typewriter Manufacturers in Slump 
For IBM, the decline in typewriter sales is not too 
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important, but for the several companies that view iim 
these basic office machines as “bread and butter” 
items, the picture is considerably different. The first 
four months’ figures dramatically illustrate the na- 
ture of the decline in this business. Unit sales from 
January through April dropped to 314,900 units 
compared to 458,959 units in the first four months of 
1957. In dollar volume this represents a precipitous 
drop to $69 million from $91.5 million a year ago. ' 

Underwood has been particularly hard hit by thisiy 
development and recently reported that its most 4 
optimistic forecast is for a $2 million deficit this 4 
year. First half figures indicate that this estimate 
may be conservative however. Sales slipped to $16.6 CU 
million in the first quarter from $20.6 million in the Ma 
like period of 1957. The result of this decline was a 
deficit of $1.8 million for the period, while the com- 
pany reports an additional $1 million loss for the 
second quarter. Thus, earnings in the second ha'f 
will have to rise sharply if the company’s estimates 
are to prove correct. 

Four new products have been introduced this year 
in the quest for higher sales, and some success has 
been achieved in marketing its $30,000 Model 100 
computer, but all of these items are still losing 
money. 

On the plus side, Underwood has been realigning \ 
its operation to increase efficiency and to upgrade 
product lines so that its break even point has now 
been lowered to about 35 per cent of capacity. The 
company, therefore, should be able to show excellent 
recovery abilities when business finally picks up. An 
early return to a dividend paying basis, is not ex- 
pected however. 











Specialized Producers Doing Well 


In sharp contrast to the typewriter producers, 
Addressograph-Multigraph, which has cut out a 
special niche for itself as a producer of addressing 
machines, and Pitney-Bowes, which specializes in 
mailing machines, have turned in enviable perform- 
ances this year. rs 

The recession, so far, has left Addressograph un-_ y 
scathed, despite some labor upheaval which slowed _ hi 
production in the early months of its current fiscal ir 
year. In the first quarter, which ended in October  t! 
1957, sales, reflecting these labor difficulties were p 
virtually unchanged from the year before, while’ w 
sarnings slipped to $1.45 per share from $2.09. By 
the second quarter, however, both sales and earn-| s 
ings were bounding ahead and showed enough im- ¢ 


provement in the balance of the year to indicate” 3 
earnings of around $9.75 per share for the year” i: 
ending July 31, 1958. Comparable earnings last year” p 
were $8.40 per share. { 


In the period immediately ahead, the company’s! ! 
huge backlog of orders should enable it to withstand 
further recessionary tendencies in the economy, 
while even a modest recovery should lead to earnings 
ef around $11 per share next year. 8 

Pitney-Bowes hasn’t performed as sensationally 
as Addressograph, but it too has been relatively in- 
sulated from the recession. The ever-increasing com- 
plexity of the modern business enterprise has led to 
a need for radically new mailing methods. The com- 
pany, long a pioneer in metered machines and other 
mailing accessories, has therefore benefited substan- 
tially in recent years. (Please turn to page 545) 
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= RAIL EQUIPMENT 
Earnings improve—and when? 

ucers, By John E. Fullerton is the smallest on the books since 1954 and orders 
ut a . are coming in at extremely slow rate. 
ssing 
es 1 F YOU have ever seen a roller coaster, then you Investor Interest Revived 
form- have a good picture of the ups and downs that 

rail equipment manufacturers have experienced in But it would be a mistake to assume that rail 
h un- years gone by. There are few industries which have equipment shares continue under pressure. On the 
owed had more erratic sales and earnings records. Point- contrary, sophisticated investors have been nibbling 


fiscal ing this up is the fact that only last year many of on several issues despite anticipated poor near-term 


tober the leading companies were reaching new sales earnings and in some cases, with dividend reductions 
were peaks, and this year, it appears that industry sales in the background. 
while) wii] be flirtine with their postwar lows. Investors have found the depressed levels prevail- 
9. By In view of this, it is readily understandable why _ ing at the end of 1957 and early 1958 an opportune 
earn-| share prices for the group took it on the nose in the time to pick up several issues—at perhaps bargain 
1 im- | ccsine months of 1957. Stock values plummetted prices. Some of the selections have been of the in- 
licate” 35'¢ during the year. However, if the past is any vestment variety. For example, General American 
year indication of the future, an upturn lies ahead. Stock Transportation shares have advanced to 85, from 
year prices recouped nearly 20% of their 1957 losses, and 1957 low mark of 68. On the more speculative side, 

further appreciation possibilities may be in the cards Alco Products rebounded to over 17 from near 11 
any’s| for the near future. in 1957, a handsome gain in any portfolio. 
stand The rapidity of a sales rebound will depend to a The genera] market recovery that has taken place 
omy, large extent on the duration of the current business for rail equipment shares so far this year, while 
nings |) recession. This is particularly vital for the industry only moderate, portends improved sales and earnings 

since the bulk of orders are from the railroads. The later on. In the forefront of the bullish sentiment 
nally @ [etter group lives or dies with general business con- is the improving outlook for rail profits as the reces- 
y in-)| “tions. Thus, it is not difficult to visualize the effect sion peters out. Since the rail industry pulled in its 
com-| ©. & recession on rail equipment manufacturers. _ horns during the business downturn, and cut main- 
ed to At the present time, the immediate outlook is tenance outlays severely in order to offset its revenue 
com-. »eak. Order backlogs for individual companies, losses, it will have to reverse policy when business 
ther | 2 most without exception, have slipped drastically revives. 
stan-| below prior-year levels. Indicative of this is the fact Thus, the smal] backlogs on the books tell only 
RAR that the number of freight cars currently on order part of the story. Once business turns up, the car- 
545) : : “sa : : : : : 

is the lowest since mid-1955. The backloz of diesels riers must come back into the market in order to get 
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Position of Leading Rail Equipment Companies 





Net Profit 
Net Sales Margin 
1957 1958 1957 1958 
——(Millions)—— % % 





a Ist Quarter — 


Net Per 
Share 
1957 


—Full Year—— 
Dividend Per 


Indi- 

Price cated 
Range Recent Div. 

1956-1957 Price Yield 


Earned Per 
Share 
1956 1957 1957 


1958 1958* 





ACF INDUSTRIES 
W.C. (mil.) ‘56—$53.6 
W.C. (mil.) ‘57—$56.5 


ALCO PRODUCTS 
W.C. (mil.) ‘56—$44.9 
W.C. (mil.) ‘57—$45.9 
AMER. BRAKE SHOE 
W.C. (mil.) ‘56—$32.3 
W.C. (mil.) ‘57—$44.1 
AMER. STEEL FNDRIES. 
W.C. (mil.) ‘56—$33.2 
W.C. (mil.) ‘57—$34.0 
BUDD Co. 
W.C. (mil.) ‘56—$66.2 
W.C. (mil.) ‘57—$64.5 
GEN. AMER. TRANS. 
W.C. (mil.)’56—$74.2 
W.C. (mil.) ‘57—$62.5 
GEN. RAILWAY SIGNAL 
W.C. (mil.) ‘56—$ 9.2 
W.C. (mil.) ‘57—$11.3 
N. Y. AIR BRAKE 
W.C. (mil.) ‘56—$15.4 
W.C. (mil. ‘57—$16.5 
POOR & CO. 

W.C. (mil.) ‘56—$ 9.9 
W.C. (mil.) ‘57—$10.1 
PULLMAN 

W.C. (mil.) ‘56—$117.0 
W.C. (mil.) ‘57—$123.5 
STAND. RWY. EQUIP. 
W.C. (mil.) ‘56—$ 9.7 
W.C. (mil.) ‘57—$11.0 
SYMINGTON-WAYNE* 
W.C. (mil. ‘56—$16.0 
W.C. (mil.) ‘57—$14.9 
UNION TANK CAR 
W.C. (mil.) ‘56—$ 6.1 
W.C. (mil.) ‘57—$16.3 


WESTING. AIR BRAKE 
W.C. (mil.) ‘56—$92.0 
W.C. (mil.) ‘57—$96.5 


YOUNGS'TN ST. DOOR | 
W.C. (mil.) ‘56—$ 9.5 
W.C. (mil.) ‘57—$10.5 


$294.5! $294.8! 


45.3 38.5 1.1 37  ©.26 


48.4 37.3 5.1 2.7 -52 


58.22 54.52 6.02 5.62 2.742 





83.1 56.1 3.2 





49.45 55.15 65° 6.2% 1.433 





N.A. 745 


9.0 5.0 


7.5 4.2 3.0 77 





105.6 2.7 2.7 1.12 


8.8 5.2 12.1 7.7 .82 





N.A. 11.7 NLA. 35 .28 


9.9 20.5 17.4 9.2 64 


. 594 «53.0 5.3 4.3 76 


NLA. N.A. NLA. NAL N.A. 


(W.C.)—Working capital. 
N.A.—Not Available. 
*—New title of Symington Gould 
after merger with Wayne Pump Co. 


' a 


%—Ist quarter. 


ACF Industries: Small order backlog indicates lower earnings in coming 
months. Diversification in automotive and electronic fields expanding. Divi- 
dends were recently pared to $0.62'/2 quarterly, from $1. (B3) 

Alco Products: Increased foreign demand for diesel locomotives helps off- 
set small domestic orders. Moderate profits rebound is looked for this year 
and $1 dividend will be amply covered. Prospects depend on diversification. 
(C1) 

American Brake Shoe: Diversification has reduced equipment volume to 
around 40 per cent of sales. A sharp decline in earnings is in store for this 
year and reduction in $0.60 quarterly rate possible. (C3) 

American Steel Foundries: Business remains cyclical though diversifica- 
tion has lessened wide earnings swings. Profits will narrow severly this 
year and a dividend reduction could materialize later on. (C3) 

Budd Company: Smaller demand from auto manufacturers, plus downturn 
in rail equipment orders, will depress earnings well under the $1.91 a com- 
mon share of 1957. Dividend cut is in prospect. (C3) 

General American Transportation: Substantial lease income lends sta- 
bility to earnings. Despite drop in manufacturing acivity, profits should 
reach $6 a share. Dividends are secure. (B2) 

General Railway Signal: The order backlog is large but depressed busi- 
ness has caused rails to defer delivery. Earnings will fall this year but 
future prospects remain bright. Smaller extra payout likely in 1958. (B3) 

N. Y. Air Brake: Diversification into industrial pump, materials-handling 
and machinery lines should help stabilize operations in time. Poor earnngs 
immediately ahead. Dividends were recently cut to $0.25 quarterly. (B3) 


RATINGS: A—Best grade. 
B—Good grade. 








C—Speculative. 
D—Unattractive. 








3.3%! 2.9%! $6.95! $6.18! $6.08 $6.95 $4.00 $2.50 


1.4 58 


i\—Year ended April 30, 1957 & 1958 
“—6 months ended Mar. 31. 


‘Poor & Co.: Expansion into industrial lines has bolstered “earnings ‘in re- 





647%2-36%, 38 


78 2.11 1.51 1.00 1.00 193%4-10% 16 


47 6.64 5.67 2.90 2.40 57%2-32% 38 6.3 


2.372 652 620 2.90 2.40 4734-27 34 7.0 


15 1.97 1.91 1.40 1.40 21%-13% 14 


1.455 5.71 661 3.52 3.75 88 -67% 84 4.4 


35° 3.10 1.75 1.25 34 -19%2 28 4.4 


34 2.556 3.19 1.60 1.60 28 -17% 19 8.4 


39 3.01 2.73 2.00 1.50 323%4-15% 21 7.1 


1.31 5.71 667 4.00 4.00 66'2-42% 52 7.6 


33 «2.19 2.32 1.25 1.00 18%-11% 13 7.6 


25 1.45 1.09 80 .60 14 -6% 11 


5.4 


61 2.40 2.64 1.60 1.60 32%-24% 31 5.1 


“55 2.86 2.89 1.20 1.20 33%-17%2 22 


5.4 


N.A. 4.22 4.05 2.00 1.00 30 -16 17 5.8 


*-Indicated dividend _ 
for full year. 


cent years. Half of 1957 sales were from the rails. Dividends were sliced 
to $0.37/2 quarterly this year, and continuation of this rate depends on 
the exten of current profis slide. (C3) 


Pullman: Larges railroad car builder has interests in engineering and con- 
struction field. Company is also second largest highway trailer producer. | 
Finances are strong, but earnings downturn could bar $1 extra in 1958. (B3) | 


Standard Railway Equipment: Produces roofs and ends for railroad cars, 
but has taken steps to diversify. Lower backlog presages earnings slide this | 
year, but dividends could continue at $0.25 quarterly. (C3) 


Symington Wayne: Formed in March of this year through merger of 
Symington-Gould and Wayne Pump. While S-G business will be off sharply 
this year, introduction of new pumps by Wayne could boost share-earnings 
above $1.09 of 1957. (C2) 


Union Tank Car: Continued moderate growth in car leasing business, to- 
gether with recent acquisitions, promise to expand earnings base. Moderate 
profits decline indicated for this year but dividends are secure. (B2) 


Westinghouse Air Brake: A major facor in rail air brakes, company has 
shifted emphasis to several outside lines which could promote growth over 
period of time. Profits will be down in 1958. Dividend reasonably secure. (B3) 


Youngstown Steel Door: Virtually complete dependence on rail volumes 
will be reflected in wide profits decline this year, possibly to around $1 a 
share. Dividends recently reduced to $0.25 quarterly rate. (C3) 





1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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rolling stock in shape to meet increased shipper 
needs. This has been the case through the years. 
Moreover, the rail equipment companies have an 
added factor working in their favor. After consider- 
able delays, the Government has been convinced that 
unless some legislation is enacted, many railroads 
would deteriorate to the position whereby they 
wouldn’t be able to serve in case of a national 
emergency. 


Favorable Legislation Near 


fence, the first piece of railroad legislation in 
miny vears is close to being enacted. In addition to 
provisions which give the railroads more freedom 
in meeting competition, there is a provision which 
would authorize the Government to guarantee pri- 
vite loans up to $700,000,000 for capital improve- 


ments. Of this total, $150,000,000 would be for oper- 
ating expenses. The bill, sponsored by Senator 


George A. Smathers of Florida, passed the Senate 
ald a companion measure should reach the floor of 
tle House shortly. Passage is probable. 

The bill is important in that it would enable rail- 
road companies to tap the capital market on more 
favorable terms. Also, the roads would have access 
to new sources, which formerly denied credit because 
o: a low credit standing or poor earnings record. 
O:her important provisions of the bill give the rails 
more freedom to cut rates, strengthen ICC authority 
over intrastate rates and tighten control over private 
carriers. Recent passage of the bill to remove 3% 
tax on freight bills should yield important benefits 
in time. 

There is a solid foundation for federal assistance 
to the rail industry, whose situation determines +o 
a large extent the well being of rail equipment firms. 
A sound policy is needed to assure preservation of 
our rail system, which is so vital to our nation in 
times of strife. Continued fluctuations in rail profits 
and hence wide swings in orders will gradually result 
in even more equipment companies leaving the field. 
Therefore, outmoded laws must be scrapped. 


Diversification Key Factor 


Jt would be a mistake to discuss the rail equipment 
industry as a unit. A wide range is encompassed, 
with diversification varying within the industry 
itself as well as without. Some companies are wholly 
dependent on rail orders, while a few firms have 
managed to cut annual rail sales to considerably less 
than half of total volume. Diversification has been a 
main consideration of most firms in recent years in 
an attempt to lessen the peaks and valleys that result 
from total dependence on the cyclical rail industry. 

The logic behind the transition is to obtain fuller 
use of plant facilities at all times. Success in attain- 
ing this goal would undoubtedly result in higher 
evaluation for the securities. Many diverse fields 
have been entered, with most concerns remaining 
in the capital goods area. Some companies developed 
additional products through research, but the main 
route has been through merger with or purchase of 
existing firms. The current business recession has 
spurred many producers to step up diversification 
plans. 

American Brake Shoe Company: This company is 
an outstanding example of the progress made by 
some of the leading companies in diversifying activi- 
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ties. In the late 1940’s, the railroads accounted for 
about 55% of sales. At present, the percentage has 
been sliced to 38%, and the sights have been set at 
30% by the end of 1970. Brake Shoe’s wide range 
of products gives it markets in nearly every segment 
of the economy, from basic steel items to aircraft 
manufactures. Automotive and farm equipment 
markets are also served. While the drastic downturn 
in virtually all phases of capital goods industries 
will continue to depress profits over the near term, 
the future growth factor is unchanged. 

Pullman, the largest builder of rail freight cars, 
took its first step away from complete dependence on 
the railroad industry in 1944 with the purchase of 
the M. W. Kellogg Company. The latter is engaged 
in designing and erection of plants for the petro- 
chemical and chemical industries. Another forward 
stride was made in 1951 when Trailmobile Company 
was acquired. It is the second largest builder of 
highway truck trailers. The new fields of endeavor 
not only bring good growth possibilities into Pull- 
man’s operations but should help lessen cyclical 
swings. 

ACF Industries is another major company in the 
field which has made good progress in diversifying. 
In addition to being the second ranking producer of 
railway freight and passenger cars of all types, the 
company derives sizable revenues from manufactur- 
ing automotive parts, pressure vessels, tank cars, 
valves, nuclear and electronic devices. Leasing of 
freight cars is another profitable venture, and it is 
expanding at good rate. ACF has taken active part 
in electronic “classified” research and development 
and has been a leader in infra-red research. In the 
future, company hopes to have over 25% of its sales 
in these lines. While sharp reduction in profits is in 
store for at least the next six months, the long-range 
earnings potential is encouraging. 

A few non-rail lines recently entered into include 
aluminum boats (Standard Railway Equipment), 
making wall panels for skyscrapers (Pullman-Stand- 
ard) and producing engines for oil drilling rigs 
(Electro-Motive division of General Motors Corp.). 
Road-building machinery is built by several firms, 
including Westinghouse Air Brake and Poor & Com- 
pany. Pittsburgh Forgings, through a subsidiary, 
makes components for earth-moving equipment. Air- 
craft and guided missile components are manufac- 
tured by New York Air Brake and ACF Industries. 


Wide Range Encompassed 


The rail equipment industry itself covers a wide 
range. Purchases bv railroads involve not only 
freight and passenger cars, but locomotives and an 
increasing amount of electronic devices for yard and 
roadway modernizations. Another important factor 
to be considered when evaluating sales prospects for 
an individual company is the percentage of replace- 
ment volume. This is extremely important since this 
type of business is not as severely affected in poor 
times as are new products lines. Finally, the equip- 
ment industry also includes the car rental concerns. 

The latter group has enjoyed a high degree of 
earnings stability as well as a measure of growth 
in recent years. The major car lines are Union Tank 
Car and General American Transportation, which 
also has sizable manufacturing interests. Both com- 
panies have traditionally sold on a higher price- 
earnings basis than for (Please turn to page 547) 


531 








A hard look at... 


Agricultural 


Machinery Makers 


By J. J. Bleeker 


( NE of the more encouraging economic develop- 

ments thus far in the recession year 1958 is 
the improved outlook for major farm areas and 
consequently for industries whose prospects are de- 
pendent on agricultural income. Most important of 
these are the leading farm equipment manufacturers. 
Generally speaking, their near term prospects have 
taken a turn for the better. The principal reason, 
of course, is the very favorable harvests now in 
process or in prospect for nearly all major crops. 
...O beautiful for spacious skies, for amber waves 
of grain... 

Not all of the major crops are completely safe 
from the weather yet, as for example maize (called 
corn in America). But barring sudden adverse 
weather developments, the outlook now indicates 
bumper, if not record, crops for the principal grains. 

The winter wheat harvest, now already well along, 
is estimated at 1.1 billion bushels, the largest ever, 
and the final yield may even exceed this, unless late 
rains slow up operations and reduce yields. The 
Government’s July 1 estimate on the corn crop, 
usually the most valuable grain crop in this richest 
of all agricultural countries, was over 3.3 billion 
bushels. It may be larger, given a good fall, and if 
it does not set a record, it will at least be a bumper 
crop. 

Backing up this rich corn yield, 
crop was close to 53 million head, well above last 
year’s farrowings. Meanwhile, the corn-hog ratio 
(i.e. the cost of corn in relation to selling price of 


the spring pig 
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hogs) is the most favorable in years. It is now 18.2 
to 1. Normally farmers will feed the corn rather 
than sell it when the ratio goes to 12 to 1 or betier 
(unless the corn goes under loan). When it gets to 
18.2, then they will really hog down the corn field: 
and feed them heavy. 

Moreover, the beef cattle picture also is bright 
The total number on farms was estimated at about 
95 million head in mid-1958, and prices were top 
ping at $31.50 in the principal markets, up fron 
$28.00 a year ago. Since most beef cattle are finishec 
off on corn before being sent to market, and cattle 
feed costs also are relatively low, it will be a goox 
year for feeders. 

Futures prices for major grains in the principal! 
markets have sagged a bit from their highs of early 
this year, reflecting lower support levels, and the 
fine crops being made. At this writing they are mod- 
erately below year earlier levels. However, in no 
case has there been any serious or prolonged weak- 
ness in prices. 

In summary, it promises to be a real nice Thanks- 
giving throughout the corn belt. Make no mistake 
about that. But it is the Southwest wheat areas that 
will have the most to be thankful for. Plagued by 
recurrent drought and sagging farm prices since the 
lush post war years, the harvest this year is one of 
the best if not the best the area ever made. Mayhap 
the seven lean years are over. We shall see. 

Reflecting the bumper crops and well maintained 
or rising prices, there has been a steady marking up 
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of estimated farm income for the current year. 
Earlier this year the Department of Agriculture 
tentatively estimated farm income would show a 
gain of 5% or more over the $10.8 billion indicated 
for 1957, which had been the lowest since 1942. 
However, Secretary Benson has recently indicated 
that farm income for the first half of 1958 was run- 
ning at the rate of $13.3 billion. This was no less 
than a remarkable 22% jump over year earlier 
-evels, indeed the sharpest year to year gain in over 
a decade. It is still somewhat short of the $14.3 bil- 
lion scored in 1951. However, it is still mighty good, 
particularly in this year of recession. No other seg- 
ments of the economy are expected to shown any com- 
parable improvement during the current year, ac- 
cording to recent indications. 

The improvement in the farm income picture can 
hardly be expected to lead the country out of the 
depression. Farm income is not big enough for that. 
Rut it is the most important factor in the earnings 


outlook for the farm equipment manufacturers, and 
for this reason their earnings for the year ending 
next October should show a material recovery over 
1957 levels. And there is every reason to expect that 
improved fiscal 1958 results will carry over into fiscal 
1959. One major factor in this is the domestic re- 
placement market. 

Markets for combines, tractors, gang plows, corn- 
pickers are not the same as those for automobiles. 
These farm machines often are more expensive, are 
bought solely to make profits, and there is no year- 
to-year model change presented with the fanfare that 
accompanies new auto models. But farm equipment 
does wear out, does have to be replaced, and there is 
a genuine replacement market. Moreover, farm 
equipment is by no means standardized and new 
improved models are developed. 

Turning now to the years 1947-1951, these were 
the years in which farm expenditures for durable 
equipment reached their (Please turn to page 544) 











W.C. (mil.) ‘56—$63.3 
W.C. (mil.) ‘57—$61.3 


(W.C.)—Working Capital. 
I_Deficit. 


Allis-Chalmers Manufacturing Co.: Although it is one of the largest of 
the form machinery manufacturers, important diversification in heavy elec- 
trical equipment and in machinery lines enhances the longer term outlook. 
Earnings were down in the first months of this fiscal year but may 
improve moderately over coming months. Operations are cyclical. (B2 


Case (J. 1.) Co.: Sharp recovery expected in earnings for current fiscal year, 
but resumption of dividends this year doubtful. Acquisition of American 
Tractor in 1957 has improved prospects for industrial business. (C1 


Caterpillar Tractor: Earnings for 1958 expected to be well below 1957 
results, as lower industrial sales have more than offset improved farm 
sales. Federal road building program should help results in due course. 
Dividends of $0.60 quarterly not too secure. (B3) 


Deere & Co.:|Rising farm income indicates considerable recovery in earn- 
ings for 1958.'Regular dividend likely to be supplemented by fiscal year 
end extra. (Al) 


RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 








Position of Leading Farm Equipment Stocks 


Full Years 
Net Profit Dividend Per —1Ist Quarter 
Net Sales Margin Net Per Share Earned Per Price Div. 
(Millions) 1956 1957 Share Ind. Share Range Recent % 
1956 1957 % % 1956 1957 1957 1958* 1957 1958 1957-1958 Price Yield 

ALLIS-CHALMERS $547.4 $534.1 3.7% 3.3% $2.42 $2.11 $2.00 $1.00 $ .61 $ .27 36'4-207% 24 4.1% 
W.C. (mil.) ‘56—$267.4 
W.C. (mil.) ‘57—$257.6 
CASE, J. 1. 87.0 123.9 “1.1 1.0 ‘was 09 11.18! ¢ .10! 205-1238 20 
W.C. (mil.) ‘56—$84.& 
W.C. (mil.) ‘57—$71.3 
CATERPILLAR TRACTOR 685.9 649.9 8.0 6.1 6.08 4.32 2.40 2.40 1.60 35 99'2-55' 65 3.6 
W.C. (mil.) ‘56—$164.1 
W.C. (mii.) ‘57—$192.3 
DEERE & CO. 313.5 388.1 6.3 7.3 2.67 3.96 1.62 1.75 2.19! 2.25! 39%4-26% 38 4.5 
W.C. (mil.) ‘56—$298.7 
W.C. (mil.) ‘57—$302.0 
INTER. HARVESTER 1,252.0 1,171.3 3.9 3.8 3.16 2.88 2.39 co 1.20! 1.18! 3834-255 35 5.7 
W.C. (mil.) ‘56—$425.1 
W.C., (mil.) ‘57—$416.0 
MINN.-MOLINE 55.8 57.4 8 '3.7 16 45.72 74! 93,651 18Y%4- 73% «12 
W.C, (mil.) ‘56—$40.7 
W.C. (mil.) ‘57—$37.8 
MYERS (F. E.) & BRO. 13.6 13.1 7.9 7.1 5.27 4.64 2.869 2.40 1.74 1.36 §3 -37'2 42 5.7 
W.C. (mil.) ‘56—$5.8 
W.C. (mil.) ‘57—$6.2 
OLIVER CORP. 107.8 101.6 1.7 -6 76 -13 avid) 69 1 28! .1¢! 13%- 7 1 5.4 


1-6 months ended April 39. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—tLower earnings trend. 


*—Indicated dividend fer full yecr. 


International Harvester: Although truck sales are more important than 
farm equipment sales, sharp improvement in the latter indicates improved 
earnings over the near term. Current dividends are quite secure. (Al 


Minneapolis-Mofine: Although reorganization of operations and the im- 
provement in farm income suggests some betterment in near term re- 
sults, the company’s position is marginal and its longer term prospects 
appear below average for the industry. (D2 


Myers (F. E.) & Brother: This leading manufacturer of pumps sells largely 
to farmers. Earnings for the six months to March 31, 1958 declined. Over 
the years the company’s record has been fairly good and with farm income 
expected to improve, some betterment in earnings is anticipated over 
coming months. (B2) 


Oliver Corp.: Improved farm income suggests relatively good recovery in 
earnings for fiscal 1958. The current dividend of $0.15 quarterly may be 
maintained. (C1) 

















AUGUST 2, 1958 


533 














No Guide 


News of the start of the Ko- 
rean War, like that of the present 
Middle-East crisis, came “out of 
the blue” over a week end. The 
Dow industrial average fell 10.44 
points, or more than 6.6%, in the 
first trading session. The slice 
lasted for nearly three weeks, 
footing up to about 27 points, or 
roughly 12%. Resumption of the 
bull market then took the average 
up close to 50% by January of 
1953. Perhaps memory of that 
experience aided in keeping mar- 
ket nerves relatively calm in the 
present instance. The brief sell-off 
was insignificant in percentage. 
The industrial and rail averages 
are at new recovery highs as this 
is written, reflecting a view that 
the general outlook has now sud- 
denly become more inflationary. 
However, past history is no guide 
in this fluid and highly uncertain 
situation. Nobody can foresee its 
outcome. Hence, investors and 
speculators should realize that 
the risk of guessing wrong on 
what is ahead for the market and 
individual stocks is greater than 
it normally is, and could be very 
great indeed. You should hold to 
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a sensibly selective, middle-road 
policy—keeping at least one foot 
on the ground. 


Stock Groups 


As noted heretofore, the mar- 
ket has tended to become progres- 
sively more speculative. At this 
time, regardless of some excep- 
tions, there is more emphasis on 
stocks with a “war flavor” and or 
relatively depressed issues; less 
interest in conservative income 
equities. Hinging importantly on 
the news, the present patterns of 
selectivity may or may not con- 
tinue. Groups reflecting above- 
average demand at this writing 











include aircrafts, aluminum, bi- 
tuminous coal, domestic oils, cop- 
pers, steels and cane sugar pro- 
ducers. Among the current lag- 
gards are air transport, building 
materials, drugs (following a ma- 
jor advance), electrical equip- 
ments, finance companies, foods, 
gold mining, office equipments, 
paper, radio-television-appliance 
stocks, retail stocks, utilities, tex- 
tiles—and, of course, the interna- 
tional oils. 


Cils 

We have repeatedly pointed out 
the basic hazards confronting in- 
ternational oil companies, whether 
































INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1958 1957 
Middle South Utilities 5 mos. May 31 $ .91 $ .80 
Beatrice Foods Co. Quar. May 31 .60 57 
Kroger Co. 24 weeks June 14 2.55 2.28 
Wesson Oil & Snowdrift 9 month May 31 1.28 1.06 
Schenley Industries 9 months May 31 2.25 1.85 
Avco Mfg. Corp. 6 months May 31 -67 -56 | 
Austin, Nichols & Co. Year April 30 1.47 1.07 
Carter Products, Inc. Year Mar. 31 2.18 1.74 
Great Atlantic & Pac. Tea Co. Year Feb. 22 23.42 19.20 
Northrop Aircraft Quar. April 30 1.18 -86 
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in the Middle East, the Far East 
or South America. What to do 
about the stocks now is a difficult 
question. Our instinct is to hold 
them, and hope for a rally on 
which to pare positions. What is 
the worst that could happen? (1) 
Total war, presumably meaning 
hydrogen-bomb war. In_ that 
seemingly unlikely event, you will 
have infinitely more to fear than 
the fate of your international oil 
stocks or any other stocks. (2) 
Nationalization, with or without 
recompense, of some or all 
Middle-East oil properties. That 
is possible, but economic logic 
argues against it. Iran’s try at it 
a few years ago was a flop. The 
international oil companies have 
the know-how, the transport fa- 
cilities and the marketing outlets ; 
the Arab governments vitally 
necd the revenue from oil; the 
Russians do not have adequate 
transport or marketing outlets. 
As assets on the company books, 
the holdings are very lightly cap- 
italized. (3) What seems most 
likely over a period of time is a 
split less profitable to the com- 
panies than the 50-50 deals which 
are presently the general rule. 
That might not be too serious, for 


in some instances bring a rela- 
tively wide betterment in earn- 
ings. There are a number of lev- 
erage factors. Capitalization is 
one. Where fixed charges are rela- 
tively high, as in the case of rails, 
variations in gross revenue have 
magnified (leveraged) effect on 
net per common share. Fixed 
charges are high also in the case 
of utilities, but revenue is steady 
—so there is little leverage. This 
example illustrates that, for prac- 
tical investment purposes, lever- 
age is much more than a capitali- 
zation factor alone. There is lev- 
erage in sales; in the degree of 
utilization of plant capacity; in 
selling prices; in variations in op- 
erating efficiency. The recession- 
sensitive industries are not likely 
to get back to satisfactory earn- 
ings without considerable delay; 
but moderate gains in volume can 
bring profit recoveries in a de- 
gree surprising to investors not 
awake to the workings of lever- 
age. 


Steel 

Steel is a high-leverage indus- 
try on several counts, but especi- 
ally with respect to variations in 
utilization of capacity. Around or 











panies. To illustrate, second-quar- 
ter shipments of Jones & Laugh- 
lin were 7% above the first- 
quarter level; but per-share earn- 
ings, while still depressed, more 
than doubled. 


Selections 

The best steel stocks, all popu- 
lar with institutional and other 
investors, are Bethlehem, Inland 
and U. S. Steel. But popularity 
carries some price premium; and 
the fact is that steel stocks tend 
to move together in general direc- 
tion, even though in varying de- 
grees. At least among the eight 
or ten larger companies, shares of 
the available business do _ not 
change much from year to year; 
and none can be by-passed by re- 
covery in general business activ- 
ity, as translated into demand for 
steel. Steels are high on current 
earnings and involve interim 
speculative risk, but business has 
passed the low point; and, re- 
gardless of the pace of the recov- 
ery or even some relapses in #t, 
the prospect is for a full recovery 
in due course, perhaps in 12 to 24 
months (without attempted ref- 
erence to the Middle-East crisis 
as a factor). Taking this view- 




















waasi the big units have diversified below a 50% of capacity operat- point, our preference would be 
world interests, including major jng basis, weaker companies are neither the leading steel stocks 
; positions in U. S. production, re- jn the red and profits of major nor the most speculative ones; 
, bl- fining and marketing. If the eoncerns are a small fraction of | but middle-road choices which, as 
cop- threat to foreign oil is a promise the peak earlier levels. But the measured by past highs, offer con- 
pro- — for U. S. and Canadian oil—as the industry is using its most efficient siderably more “percentage” than 
lag- market is saying it is—the prom- facilities, leaving older plants the most popular issues and more 
ding ise has to be shared to some ex- jdle. It is undoubtedly getting | moderate medium-term risks than 
ma- tent by the international com- more employee efficiency; and in the marginal ones. In this class 
julp- ~ panies. the present situation it seems un- are Armco, Jones & Laughlin, 
ods, likely to delay much longer ona Granite City Steel, Republic and 
ents, Leverage price boost to compensate for the Youngstown Sheet & Tube. 
ance There is considerable leverage July 1 third round of wage boosts. 
tex- — in the earnings of companies in The point to keep in mind is that Rail Stocks 
rna- — many industries and a great deal operations at even 60%-65% of Relatively high fixed charges 
of it, in one way or another, in capacity—which would still be a and sharp cyclical variations in 
some. Leverage explains why a_ semi-depressed position— would freight revenue imvart broad lev- 
10°7 fall in sales can result in, mean considerably improved prof- erage to earnings on railroad 
1 out for example, a 20%, 30% or 40% its; operations at 75%-80% ; good common stocks. Earnings so far 
y in- fall in profits; and why a moder- profits (far above dividend re- in 1958 have run sharply under 
ther ate improvement in volume can quirements) for efficient com- year-ago levels. Considerably bet- 
| ter comparisons appear likely in 
—T a the fourth quarter. Most rails 
DECREASES SHOWN IN RECENT EARNINGS REPORTS have below-average merit for 
7 1958 1957 long-pull investment, but specu- 
80 Champion Paper & Fibre Year Mer. 31 $2.51 $3.14 lative potentials are inherent in 
57 Ex-Cell-O Corp. Quer. May 31 77 1.09 their wide cyclical swings. The 
28 Western Union 5 mos. May 31 57 83 rail average is about 30 points 
06 Eagle-Picher Co. 6 mos. May 31 91 2.41 above its late-1957 low, but 56 
85 Mueller Brass Co. Quer. May 31 54 -83 points under its 1956 top. The 
36 Kelsey-Hayes Co. Quar. Mar. 31 -60 1.58 stocks are by no means cheap on 
07 Fedders-Quigan Corp. Quar. May 31 41 70 1958 earnings but have substan- 
74 Norfolk & Western Rwy. 5 mos. May 31 1.80 2.84 tial leeway for more cyclical re- 
20 Glidden Co. 9 mos. May 31 1.65 2.34 covery, even though the time pat- 
B6 Hercules Motors Corp. 9 mos. April 30 -04 48 tern 1s uncertain. They can, ol 
_— q (Please turn to page 552) 
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Industrial Production 


(FRB INDEX 1947-1949-100) 


Trend | 
Forecaster* 


INTERESTING TO NOTE — 
The rise in industrial production 
line between 1956-57 was offset 

by economic decline in that t aa 
period, accurately forecasting j 

heavy inventory accumulations. 


949 5 1950 4 
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W is the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(*)—Seasonally adjusted except stock and commodity prices. 
(a) —Based on F. W. Dedge data. 2 month moving average. In constant dollars. 
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SCALE AT BIGHT 


RELATIVE STRENGTH MEASUREMENT 


) 959 5 W954 4 1995 4 7 {i958 

This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itsel/ 
is not a true gauge of the business outlook—the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When ii 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre. 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceed: 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


At the end of the second quarter, seven of the eight indi- 
cators entering into the Trend Forecaster were in a rising 
month-to-month trend, and a clear majority had reversed 
their longer-term cyclical trend from decline to expansion. 
(Only business failures worsened in the latest period.) In four 
of the eight series—stock prices, average hours worked in) 
factories, raw material prices and housing starts—the reversal 
has been definite and substantial. These are among the least! 
erratic of the eight, and also among the most sensitive. New 
incorporations are somewhat more erratic, but appear to be 
in a sustained phase of improvement. For durable goods) 
orders, and nonresidential construction, the trend appears to 
be only tentatively upward, and further evidence is still re- 
quired to place them solidly in the plus column. 

Even with these qualifications, however, the Relative) 
Strength Measurement is definitely in positive ground, and) 
rising. With its companion measure, the Trend Forecaster, | 
it is now calling clearly for significant business improvement 
in the latter part of the year. 4 
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160 CONCLUSIONS IN BRIEF 300 |- 1957 —————— 
130 Lf, . 
/PRODUCTION—a moderate uptrend appeared late Ses J) 
-——l0 1 in the second quarter, but has turned erratic during 290 -F + pre  ——__ sm é 
____13) |” the summer. Indications are now for a more sustained ~ Le | A a 
= uptrend beginning in August and September, run- nun Fa “Mass soy rg 
ning through the winter. —— ae i 
oe . i 12 
——I00 > TRADE—remains stable. No tendency to further de- | i”. Jong 4 
9 |” cline is in prospect, but further expansion from pres- 1955 Two 
___ |[ ent level is not likely to occur until late Fall. Then it : —- 
—— |, |) will be concentrated in non-food soft goods—apparel, - = 260 
—+s : semi-durable homefurnishings, etc. : 
> |) MONEY & CREDIT—Middle East Crisis, plus heavy er eee -1250 
—__, |) Federal demand for funds owing to widening deficit, 
"—~. || is gradually invoking government pressures to sus- 
| er sa: ‘ 240 avenenineenmcninill 
——-> |) tain wobbly markets for U. S. securities, supporting 
1958 | prices, holding down interest rate structure. | | 
= | 
230 — ———230 
veloped COMMODITIES—got a shot in the arm from the Middle 
dicator) East. Their trend now depends heavily on interna- 
ound te” tional developments. Prolonged tension likely to 220 ba ee te het hh 
in itseli, force many raw materials—particularly imported ma- 4 
answer terials—into a strong uptrend. . 
of our 
When il 
> in our 
rly pre TARTING any fresh analysis of the outlook these days 
hich re. calls for an obvious but necessary comment: a great 
g- When deal now depends on the course of international tensions 
ey we MONEY AND BANK CREDIT developing out of the Middle East crisis. Other things 
on a (WEEKLY REPORTING MEMBER BANKS) being equal, the crisis, because it suggests increased gov- 
ant con) ernment demand and perhaps interferences with the sup- 
ply of some imported materials, tends to stimulate specu- 
s Trend lative buying, revives inventory demand, makes purchasing 
eee BILLIONS OF DOLLARS agents nervous, and reminds corporate treasurers that 
excess profits taxes may lie ahead. This disconcerting 
iy = bundle of effects probably has the net consequence of 
INVESTMENTS stimulating business markets and stock prices over the 
— HE 4 EE YES) SS a EF I ee short term. The stimulus may be short-lived, however, unless 
tht indi- | is tenant - : 
his e implications of the crisis begin to suggest a broad, 
denen | general renewal of inflationary pressures on a massive 
eversed i] scale. Only a hint of this consequence is yet in the news, 
Dansion. | ' DEMAND DEPOSITS but it may grow in the near future. 
In fours Even before the Iraq revolution, it was apparent that 
rked inj is something encouraging was beginning to happen in busi- 
reversal) feat ts ness markets. In particular, inventory policy was already 
he least beginning to reverse from liquidation to accumulation in 
re. New? many metals industries, in petroleum, in defense manu- 
ir to bel | eusnassiomssy |__| gleedaetdonl || iA facturing. That reversal may now be substantially under- 
» goodsl lodeip pry emer er eT written by the developments in the Middle East. For that 
years tol reason, the kind of recovery that should be looked for in 
still re-Ml Perineal late 1958 has changed; it is likely to be more forceful and 
aoe Peeeeeeeee Seneeee urgent, and perhaps more broadly distributed. 
elative VE MTIRTONOTEMAMTTATOND TT MAMSS This is no mandate to forege all caution in planning 
nd, and for early 1959. Barring an actua! we scare, or a greatly 
> augmented armament program, neithar consumer purchases 
aed 1956 1957 1958 of durable goods nor business purchases of plant and 
equipment are likely to be rising rapidly, and under these 
(Please turn to following page) 
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THE MONTHLY TREND| unix | ionth Month Monk’ aoe 

INDUSTRIAL PRODUCTION* (FRB)__ | 1947-'9-100 | June 130 128 145 
Durable Goods Mfr. 1947-'9-100 | June 138 134 163 
Nondurable Goods Mfr. 1947-'9-100 | June 127 126 131 
Mining 1947-'9-100 | June 114 109 127 

RETAIL SALES* $ Billions June 16.5 16.6 16.6 

Durable Goods $ Billions June §2 5.2 5.8 

Nondurable Goods. $ Billions June 11.3 11.3 10.9 

Dep't Store Sales 1947-'9-100 | June 134 133 138 

MANUFACTURERS’ 

New Orders—Total* $ Billions May 24.7 24.5 28.4 
Durable Goods. $ Billions May 11.3 10.8 14.1 
Nondurable Goods. $ Billions May 13.7 13.4 14.3 

ene oe $ Billions May 25.1 24.9 28.6 
silica cea $ Billions | May 117 11.5 14.3 
Nondurable Goods________| $ Billions May 13.4 13.4 14.3 

BUSINESS INVENTORIES, END MO.¥* | $ Billions May 87.0 87.6 90.6 

Manufacturers’ $ Billions May 51.0 51.5 53.9 

Wholesalers’ $ Billions May 12.1 12.2 12.7 

Retailers’ $ Billions May 23.9 23.9 23.9 

Dept. Store Stocks. 1947-'9-100 | May 144 143 152 

CONSTRUCTION TOTAL___ $ Billions | June 44 41 44 

Private $ Billions June 3.0 2.8 3.1 
Residential $ Billions June 13 1.4 1.5 
All Other. $ Billions June 135 1.4 1.6 

Housing Starts*—a Th d June 1,090 1,010 995 

Contract Awards, Residential—b $ Millions May 1,346 1,240 1,297 
All Other—b $ Millions May 2,056 1,644 2,103 

EMPLOYMENT 

Total Civilian. Millions June 65.0 64.1 66.5 

Non-Form Millions June 50.4 49.9 52.5 
Government Millions Jpne 7.8 7.9 7.6 
Trade Millions June 11.0 11.0 11.3 
Factory Millions June 11.4 11.3 12.9 

Hours Worked Hours June 39.2 38.6 40.0 

Hourly Earnings Dollars June 2.12 2.12 2.07 

Weekly Earnings __| Dollars June 83.10 81.83 82.80 
PERSONAL INCOME* $ Billions | June 352. 350 350 

Wages & Salaries. $ Billions | June 235 233 240 

Proprietors’ Incomes $ Billions | June 57 57 56 

Interest & Dividends. $ Billions | June 32 32 31 

Transfer Payment $ Billions | June 26 26 22 

Farm Income $ Billions June 17 18 16 

CONSUMER PRICES | 1947-'9-100 | June 123.7 123.6 120.2 

Food | 1947-'9-100 | June 121.6 121.6 116.2 

Clothing 1947-'9-100 | June 106.7 106.7 106.6 

Housing 1947-'9-100 | June 1278 127.8 125.5 

MONEY & CREDIT 

All Demand Deposits* $ Billions May 107.6 107.2 106.6 

Bank Debits*—g $ Billions May 80.3 81.3 84.6 

Business Loans Outstanding—c______ $ Billions May 29.8 30.2 31.1 

Instolment Credit Extended*___——=‘$ Billions | May 3.3 3.3 3.5 

Instalment Credit Repaid* $ Billions May 3.4 3.4 3.3 

FEDERAL GOVERNMENT 

Budget Receipts. $ Billions May 49 3.5 5.3 

Budget Expenditures... = === ss $ Billions May 5.8 6.1 59 

Defense Expenditures__......__ $ Billions May 3.6 3.6 3.9 

Surplus (Def) cum from 7/1 $ Billions May (7.0) (6.0) (3.8) 
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conditions it is unlikely that total business 
conditions will have been restored fully 
to the state of inflationary boom that 
prevailed in 1955. However, there is no 
gainsaying the fact that an artificial im- 
petus of considerable significance lurks 
in the Middle East, and deserves close 


watch. 
* * * 


PERSONAL INCOME-— it should now be 
entered in the list of more optimistic 
figures. In June, the annual rate of in- 
come rose by about $2 billion. What is 
notable about the rise is that it was not 
the result of an increase in transfer pay- 
ments such as social security benefits, un- 
employment insurance, etc., but a real 
rise in wage and salary payments. In 
commodity-producing industries, in ser- 
vice industries and in government employ- 
ment, total payrolls showed a moderate 
but clear advance. 


At its June level, personal income was 
only imperceptibly below its all-time 
record of mid-1957, which might suggest 
that this has been a pretty de luxe type 
of recession. However, while wages and 
salary payments have recently begun to 
rise again, they are still several billion 
below the rate of a year ago; the big 
gainer of the past year has been unem- 
ployment compensation payments. Even 
dividend income, which rose during the 
1954 recession, has been declining in 
1958. 


* * * 


FARM INCOME— in the first half of 1958, 





the income of farm operators (which is 
part of personal income, as described 
above) has evidently run fully 15% 
ahead of a year ago. The result appears 
as a stimulus in farm machinery markets, 
and in the demand for steel galvanized 
products and fencing products widely 
used in the farm economy. However, the 
rise in prices of farm products, which has 
been mainly responsible for the improve- 
ment of farm income, has apparently 
come to a halt. Result: no further ex- 
pansion of the agricultural prosperity 
in the remainder of the year, and 
no further rise in the food component 
of the consumer price index. 


* * * 


CONSTRUCTION—this key element in the 
1958 recession appears to be in for a 
broad improvement. In May and June, 
contract awards for both residential and 
nonresidential construction evidently rose, 
and residential housing starts climbed to 
the best level in about two years. Judg- 
ing from applications for government- 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 





In Billions of D 


Illy Adjusted, at Annual Rates 













































































—1958—— 1957 
SERIES | IV Wl I 
Quarter Quarter Qvarter Quarter 
@ GROSS NATIONAL PRODUCT 425.8 438.9 445.6 436.3 
} Personal C pti | 286.2 287.2 288.3 279.8 
Private D tic Invest 49.6 61.5 66.7 65.9 
>| Net Foreign Investment 0.5 1.9 3.6 4.2 
"| Government Purchases | 89.5 88.3 87.0 86.4 
Be Federal 50.9 50.5 50.9 50.5 
Ee State & Local 38.6 37.8 36.1 35.9 
|| PERSONAL INCOME | 347.3 349.7 351.8 342.3 
"Tax & Nontax Payments 42.3 43.0 43.1 42.3 
1 Disposable Income 305.0 306.8 308.7 300.0 
*} Consumption Expenditures. 286.2 287.2 288.3 279.8 
Personal Saving—d | 18.8 19.6 20.4 20.3 
1] CORPORATE PRE-TAX PROFITS 37.5 41.8 43.9 
|} Corporate Taxes 19.1 21.3 22.4 
| Corporate Net Profit 18.3 20.4 21.5 
Dividend Payments. } 11.7 12.6 12.4 
Retained Earnings. | 7.8 9.1 
PLANT & EQUIPMENT OUTLAYS.__ | 32.4 36.2 37.8 36.9 
: THE WEEKLY TREND 
=“ Week Latest Previous Year 
r Unit Ending Week Week Ago 
7] MWS Business Activity Index*___ | 1935-’9-100 July 12 273.2 273.1 289.5 
1] MWS Index—per capita* 1935-’9-100 July 12 203.9 203.8 220.0 
7} Stee! Production % of Capacity July 20 54.9 53.4 79.3 
1} Auto and Truck Production Th ds July 19 | 100 88 139 
| Paperboard Production Th d Tons July 12 134 194 154 
7 Paperboard New Orders. Th d Tons July 12 191 229 199 
"} Electric Power Output* 1947-’49-100 July 12 | 226.7 230.0 231.4 
1 Freight Carloadings Th d Cars July 12 | 491 458 692 
} Engineering Constr. Awards___ | $ Millions July 17 733 559 386 
Department Store Sales. | 1947-’9-100 July 12 116 102 104 
Demand Deposits—c_________| $ Billions July 9 54.8 54.6 54.8 
Business Failures__.__~=~===>Es | Number July 9 275 292 256 
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aided mortgages to the FHA and VA, a 
strong rate of starts seems to be in the 
cards for the rest of the year. 

On top of renewed private construc- 
tion activity, the rate of public contract 
awards has recently been spurting to lev- 
els not reached since the days of atomic- 
energy-plant awards more than five 
years ago. Included in the burst of pub- 
lic awards are roadbuilding contracts, 
school contracts, other public institutional 
facilities. One side effect is already ap- 
parent: construction employment is in an 
uptrend. Another side effect, about to 
emerge: strength in a broad range of 
construction equipment markets. This may 
be the long awaited flowering in de- 
mand for construction equipment, which 
was expected as much as two years ago, 
when the roadbuilding program was 
making its way through the halls of 
Congress. 


NOTE ON INVENTORIES—after over a 
year of increases, inventory-sales ratios 
in manufacturing industries have finally 
rolled over and started down. This re- 
versal of the trend of the ratios, 
which occurs when sales stop falling 
though inventory is still declining, 
usually signals the emergence of in- 
ventory demand, and an end of 
liquidation. 





es iT] di 





_ y adjusted. (a)—Private starts, at annual rates, (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d) Excess of dispos- 


so 


able income over personal consumption expenditures. (€)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. 


(na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
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1958 Range 1958 1958 
1 No. of 1958 Range 1958 1958 (Nov. 14, 1936 Cl.—100) High Low July 11 July 18 
W Issues (1925 Cl.—100) High Low July 11 July 18 100 High Priced Stocks .............. 223.5 189.7 221.4 223.5H 
300 Combined Average .............. 337.0 283.9 336.7 337.0H 100 Low Priced Stocks ................ 411.4 334.7 411.1 405.6 

1 4 Agricultural Implements ........ 267.4 196.5 267.4 267.4 DD GI I, an sisce vcs esnccnssescceses 772.5 530.5 715.9 648.9 
| 3 Air Cond. (‘53 Cl.—100) ...... 106.8 87.8 105.0 104.2 4 Investment Trusts .................. 160.9 144.4 158.1 159.5 
D9 Aircraft (‘27 Cl.—100) .......... 1188.5 982.2 1139.4 1188.5H 3 Liquor (‘27 Cl.—100) ............ 1092.5 913.4 1074.6 1092.5H 
7 Airlines (‘27 Cl.—100) .......... 786.7 638.8 780.8 763.0 I sacaedccacspiedinsaccioscasss 374.7 343.8 374.7 374.7 
4 Aluminum (‘53 Cl.—100) ...... 309.1 253.4 293.9 304.1 3 Mail Order 202.8 143.3 201.4 196.0 

I I cas cicaiacemnchnyenence 165.4 125.0 165.4 159.5 4 Meat Packing .....................0. 161.2 123.6 156.8 151.2 

8 Automobile Accessories ........ 338.8 298.9 333.1 338.8H 5 Metal Fabr. (‘53 Cl.—100) .... 161.1 138.1 144.9 148.9 
eens $1.3 40.8 49.9 51.1H 9 Metals, Miscellaneous 321.0 276.3 313.1 321.0H 

4 Baking (‘26 Cl.—100) ............ 34.9 28.5 34.6 34.9H I NINE ks oxcarsscnpsoeateantuiea 968.1 841.8 968.1 968.1 
4 Business Machines .................. 1053.7 898.2 1027.8 1010.5 Oe IN oss cxsccacsatarscneccscctec 790.4 629.7 771.7 790.4H 
ee 566.1 509.5 555.8 566.1H 21 Public Utilities ...........0000000000... 307.6 258.9 307.6 302.4 

5 Coal Mining .......... 22.9 18.4 22.2 22.4 7 Railroad Equipment .............. 72.3 59.2 72.3 72.3 
4 Communications .... 106.7 85.7 106.7 103.3 IG, skies ociicckssincucssceonsens 54.2 43.0 53.4 54.2H 

DF GIIIIIIR, oi cckcscnaccsses.cevess 124.2 107.5 124.2 123.2 3 2. Sear 550.5 445.6 546.1 533.0 
PMI iissicsscsibacusnedoaronues 913.3 707.3 913.3 906.4 12 Steel & Iron .... 297.2 249.3 280.4 297.2H 

7 Copper Mining ...... 228.5 1846 219.4 228.5H 4 Sugar os... 123.5 1028 121.5 123.5 

2 Dairy Products .......... 137.4 115.6 137.4 136.3 oe lee 720.9 543.4 720.9 715.5 

6 Department Stores 95.4 78.9 95.4 95.4 10 Television (‘27 Cl.—100) ...... 37.8 28.8 37.8 37.5 

5 Drugs-Eth. (‘53 Cl.—100) ...... 292.0 217.2 292.0 287.3 BP MI sccisksciassesnesohsnnsnecdssaxetes 123.6 106.9 119.7 120.7 

6 Elec. Eqp. (‘53 Cl.—100) ...... 214.8 195.8 214.8 211.0 3 Tires & Rubber ... 160.9 142.3 157.8 160.9 

2 Finance Companies ................ 669.1 568.8 652.4 652.4 Be III oc, sssitaninisicoretiosvsanes 147.1 110.9 147.1 145.0 

6 Food Brands .............ccccccccesee 340.7 255.5 338.2 340.7H 2 Verret SRP OB oo ccienss:.,....<0g0n, 300.7 239.3 300.7 296.3 
i. Sees 224.1 182.2 224.1 218.6 17 Unclassif’d (‘49 Cl.—100) ...... 174.2 145.4 174.2 171.5 











H—New High for 1958. 
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Trend of Commodities ie 


SPOT MARKETS—Sensitive industrial commodities were strong Virtually all futures markets were buoyant in the two week; 
in the two weeks ending July 18, with the main impetus coming’ ending July 18, reflecting the effects of the “war scare” in 
from the Middle East crisis. At the same time, food prices were the Middle East. The Dow-Jones Commodity Futures Index 
hesitant, reflecting increased supplies. The BLS index of 22 advanced 3.37 points during the period, to reach a new high 
sensitive commodities rose 1.2% in the period under review, as_ since December, 1957. 










the result of a 2.4% gain for the raw industrial material com- Wheat futures spurted ahead in the fortnight under review, th 
ponent. with the September option adding 84 cents to close at 192.) .” 

Meanwhile, the broad range of commodities, outside of Farmers encouraged the upward movement by holding wheat) }*: 
farm products and foods, also improved in the first two weeks off the market in evident dissatisfaction with an average farm @S 
of July, with the BLS’ comprehensive index of such commodi- price that was recently some 15 cents under the Government 19 
ties rising 0.3%, to approach its previous peak. The course of _ loan level. Ssh 
the Middle East crisis is the main price determinant at this In recent days signs have been increasing that the tension in)" |: 
time. Easing of tension there would undoubtedly make for the Middle East is beginning to ease and this could make ‘or P* 
softening of prices. a lower commodity price trend for the near-term. 








| WHOLESALE COMMODITY PRICES 
130 130 











All COMMODITIES 
1947-49 — 100 


























































120 120 
NON FARM 
110 110 
1947-49 100 
100 100 
90 90 
80 80 Ahm PRODUCT 
FM | 
70 1958 70 
60 60 : 
1951 1952 1953 1954 1955 1956 1957 1958 ine eno ~ 
BLS PRICE INDEXES a a 93 BLS INDEX 22 BASIC COMMODITIES 
1947-49—100 Date Date Ago Ago 1941 
All Commodities July 15 199.2 1992 82 G2 91 
Farm Products | July15 95.0 96.5 928 51.0 (1947-1949—100) 
Non-Farm Products July 15 125.7. 125.3 125.7 67.0 89 
22 Sensitive Commodities July 18 87.1 86.0 90.3 53.0 
9 Foods July18 89.4 90.0 869 46.5 | 87 
13 Raw Ind‘l. Materials July 18 85.4 83.3 92.7 58.3 
5 Metals July 18 88.7 86.5 102.9 54.6 | 85 
4 Textiles July 18 79.7 773 83.3 563 | 
| 83 | 
| | Bs 
MWS SPOT PRICE INDEX | MWS RAW MATERIALS natin a ae i i 
14 RAW MATERIALS | Veta 
1923-1925 AVERAGE—100 ' 160 160 |Pic: 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 155 | a 
| 155 18° 
| gr 
1958 1957 1953 1951 1945 1941 | 
High of Year 150.2 166.3 1622 215.4 98.9 857 | 150 150 | th 
Low of Year 147.1 149.5 147.9 1764 967 74.3 th 
Close of Year | 150.0 152.1 1808 985 83.5 145 145 
DOW JONES FUTURES INDEX he 
DOW-JONES FUTURES INDEX 169 a en ae 16 SHR ti 
m 
12 COMMODITIES 160 160] Bec 
AVERAGE 1924-1926—100 la 
155 155 HB ne 
1958 1957 1953 1951 1945 1941 pn 
High of Year | 160.1 163.4 1665 2145 1064 84.6 150 1I5OURd 
Low of Year | 154.1 153.8 166.8 189.4 105.9 84.1 
Close of Year | 156.5 1479 1764 967 743 DEC =6JAN «= FEB. SO MAR) Ss APR) Ss«WMAY)=SsCJUNE = JULY 
x ? gl 
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Electronic and T.V. 
Companies 





(Continued from page 525) 


‘there had been no recession. As it 
eal some observers expect a drop 
pas large as 40 per cent through 
81962. By way of confirmation it 
Bsho ld be pointed out that orders 
B placed in 1957 were for 11 mil- 
‘lion kw., or about 40 per cent less 
Otha the 1956 figure. This year’s 
deliveries, however, are largely 
for orders placed in 1956. 

Since capital equipment repre- 
sens the lions’ share of business 
for both General Electric and 
We-tinghouse the projected de- 
cline will necessarily affect their 
operations seriously. 

CE, with a long record of high- 
ly cfficient operations, an almost 
unriatched research and new prod- 
uct development record, and a 
vit! place in the defense program 
should be able to find ample off- 
sets to this situation. 

ig some on the other 
hand, because of a less favorable 
prod luet mix, may have more dif- 
ficuity. Production of electrical 


| idistributing equipment may take 
dup some slack, but for a company 


with low profit margins at its cur- 
rent rate of business, cutbacks in 
ithe highly profitable generating 
yequipment business could hurt. 
There are no doubts that both 
‘companies will weather the cut- 
backs, but Westinghouse may find 
difficulty in maintaining its 1957 
p level of earnings, while GE will 


be hard pressed to maintain the 

Dear nings growth it has shown in 

recent years. 

Military Electronics 

J 

' Recent developments in mili- 
tary electronics point up, emphat- 
ically, the exceptional long term 
growth potential of the entire field 
of electronics and underscore the 
growth-stock price earnings ratios 
the market bestows on many of 
the stocks in the group. 

Within just the past year, it 
has become obvious that in addi- 
tion to the inroads electronics has 

made throughout the industrial 
economy it has now preempted a 
large share of the defense busi- 
ness that formerly was the special 
province of the aircraft pro- 


ducers. 
The reason is fairly simple. A 
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guided missile is essentially a fly- 


1958 





ing mass of electronic gadgetry in 
which the electronic components 
are as important as the airframe 
that carries the payload. As a re- 
sult electronics companies, in ad- 
dition to the enormous amount of 
work they do for the aircraft in- 
dustry, are well represented 
among the prime missile con- 
tractors. GE, Philco, Raytheon, 
Bendix and several others are 
among the prime contractors out- 
side of the aircraft industry, and 
several others are in the running 
for contracts still to be let. 

The missile program provides a 
handy peg for judging the enor- 
mous role electronics plays in our 
economy today. In 1958, the in- 
dustry estimates that it will gar- 
ner 23 per cent of all defense 
funds and the figure will be even 
larger in 1959 if the missile pro- 
gram continues to dominate the 
nation’s defense thinking. Al] in 
all, the electronics producers will 
do about $4 billion in defense busi- 
ness this year compared to $3.5 
billion in 1957, and total factory 
sales for all segments of the in- 
dustry will tote up to over $7 bil- 
lion. Moreover, at its current rate 
of growth it could supplant the 
automobile producers as our num- 
ber one industry in a few short 
years. 


Defense Profits Slim 


But if the sales picture is ex- 
ceptionally good, there has been no 
change in the relatively low prof- 
itability of defense business. Thus, 
while business will be booming 
for many of the companies, stock- 
holders can expect little in the 
way of huge earnings or enlarged 
dividends, for many companies. 
As a result, leading stocks which 
sell at high price/earnings ratios 
and very low yields will remain 
vulnerable to changes in defense 
strategy, production bottlenecks 
eating away already small profit 
margins, and government fiscal 
difficulties which might again lead 
to a situation similar to the disas- 
trous stretchouts of mid-1957. 
Paradoxically, however, the best 
performances in the near future 
will probably be turned in by 
those companies primarily en- 
gaged in defense work. The rea- 
son stems from the steadiness of 
this type of business, while ab- 
sence of commercial contracts wil] 
insulate the companies from gyra- 
tions in the civilian economy. 

Raytheon Manufacturing is pos- 
sibly the best case in point having 


C CONTINENTAL 
C iis COMPANY, Inc. 
167th 

COMMON DIVIDEND 
A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable September 
15,1958, tostockholders of 
record at the close of busi- 
ness August 22, 1958. 

55th 

PREFERRED DIVIDEND 
A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.9334) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has beem declared 
payable October 1,1958,to 
stockholders of record 
at the close of business 
September 15, 1958. 





t 
SECOND PREFERRED DIVIDEND 
A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.1214) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
Company has been de- 
clared payable September 
30, 1958, to stockholders 
of record at the close of 
business August 29, 1958. 


LOREN R. DODSON, 
Secretary 

















Public Service Electric 
and Gas Company 


NEWARK.N. J. 














QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Septem- 
ber 30, 1958: 


Class of Dividend 

Stock Per Share 
4.08% Cumulative Preferred . .$1.02 
4.18% Cumulative Preferred .. 1.045 
4.30% Cumulative Preferred .. 1.075 


5.05% Cumulative Preferred .. 1.2625 
$1.40 Dividend Preference... .35 
SOD 6.3 60k e s000 45 


All dividends are payable on or 
before September 30, 1958 to 
stockholders of record August 
29, 1958. 


F. MILTON LUDLOW 
Secretary 








’ PUBLIC SERVICE 


CROSSROADS OF THE EAST 














































































successfully completed its trans- 
formation from a secondary radio 
and television producer to a major 
defense missile and electronics 
producer. The company is now 
prime contractor on two high 
priority missiles, the Navy’s Spar- 
row III and the Army’s Hawk, as 
well as an important supplier of 
all types of military electronic 
equipment. The effect of this 
change in Raytheon’s business has 
been impressive. Sales, which 
were only $175 million as recently 
as 1956 will reach over $320 mil- 
lion by the end of 1958. Profits 
bounded to $2.42 in 1957 from 70¢ 
the year earlier and further im- 
provement should follow this year. 
Start up expenses of some new 
projects may prevent large gains 
over last year’s earnings, but by 
1959 the company’s huge backlog 
should begin to produce higher 
earnings so that a return to cash 
dividends by early 1959 seems a 
distinct possibility. 

Minneapolis-Honeywell, by con- 
trast, which enjoysa deserved repu- 
tation as one of our prime growth 
stocks, will have its sales growth 
in the military field moderated by 
setbacks in the civilian sector. A 
prime producer of all types of 
electronic control] devices, the low- 
er level of activity in the building 
trades in the first quarter, com- 
bined with decreased demand for 
industrial controls, caused a first 
quarter sales drop for: the first 
time since 1952. Earnings for the 
period slipped to 61¢ a share, 
marking the fourth successive 
quarter of lower earnings, despite 
a pick up in defense business. 

Product lines are so strong, and 
the company so well entrenched 
that earnings for the rest of the 
year should compare more favor- 
ably with last year, but there nev- 
ertheless, will be a considerable 
“batement in the record of rapid 
growth demonstrated in the post- 
war era. Of particular significance 
will be the ultimate success of the 
company’s Datamatic Division 
which now accounts for about 10 
per cent of Honeywell’s total as- 
sets yet produces absolutely no 
profit. (For a complete rundown 
on how computer manufactures 
generally, can be expected to fare, 
see the following article in this 
issue of THE MAGAZINE OF WALL 
STREET. ) 


Radio and Television 


Commercial telecasting, along 
with the sale of manufactured 
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television sets, has enjoyed one of 
the most rapid booms in industrial 
history. Profits, however, have 
tended to be erratic, and the cur- 
rent period is no exception. Dur- 
ing most of the 1957-1958 broad- 
casting season revenues were high 
us purchased time comprised a 
high percentage of total air time. 
Signs are appearing now, however, 
that advertisers are less eager in 
their bidding for prime space next 
fall, and that the high cost of TV 
programming is beginning to take 
its toll. 

Paradoxically, the outlook for 
receiver sets is better now than in 
recent years since production cut- 
backs have dug deeply into manu- 
facturer’s and dealer’s inventor- 
ies. Combined with the comeback 
scored by radio and phonograph 
production and sales, the set mak- 
ers may be in for better results 
than the exceptionally depressed 
showings of the past few years. 

Radio Corporation of America, 
the huge giant dominating the en- 
tire radio and television industry 
will continue to be a study in con- 
tradictions, however. Sales of re- 
ceivers should be better, or at 
least more profitable in the period 
ahead, even if total industry sales 
fail to top last year’s 6.4 million 
TV sets. Broadcasting and tele- 
vision earnings, on the other hand 
will continue to suffer from the 
heavy investment in color TV, in 
addition to the slowdown that 
threatens for the fall program 
season. Helping to stabilize earn- 
ings, however, will be the large 
increase in defense business and 
the growing role the company will 
play in the new huge defense 
warning system. RCA, as the 
prime contractor, already has con- 
tracts for some $700 million for 
the project. Dividends should be 
covered but earnings large enough 
to justify an increase are hard to 
visualize. 

Zenith, on the other hand, which 
has cut out a special niche for it- 
self as the most profitable pro- 
cucer of television, radio and 
phonograph sets, shows no signs 
of slowing its earnings growth. 
Contrary to the general industry 
pattern, sales climbed to $42.2 
million in the first quarter from 
$36.7 million a vear ago, and earn- 
ings bounded to $2.07 per share 
from $1.68. With earnings pro- 
jected to at least $8.75 for the 
year, no doubts exist concerning 
the regular quarterly dividend or 
year end extra, which together 
totaled $2.50 last year. The sta- 
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bility of the company’s high level! th 
of earnings, moreover, could lead) ¢ 
to a change in dividend policy es- lu: 
tablishing a 75¢ to a $1.00 divi- 
dend as the regular quarterly (hy, 
payout. ¥ 

Among the other producers, a 
mixed pattern continues. pi 

Philco’s large defense contracts },j) 
should partially offset its sub-par}}j 


hi 





ings improvement still seems aljjk 
way off. aby 

Sylvania, however, may well hit) ¢h 
the comeback trail in the third and] 
fourth quarters of the year. Sales 
and earnings from lighting equip- 
ment remain high, but in the first 
half of the year drastic cutbacks} 
of component parts inventories by 
other TV manufacturers caused a 
sharp drop in Sylvania’s elec- 
tronic and picture tube divisions. Ris 
By the end of the second quarter fto 
inventories should be at rock bot-%pf 
tom, indicating a business pick up #7} 
for Sylvania, even if the overe|lpo 
level of set sales fails to improve. Pi 
A return to last year’s $3.48 perjea 
share is doubtful, but by year end hh 






$3.00 per share earnings are prob- {th 
able despite the sharp earnings? 

drop in the initial half of the year.} 
Moreover, the improvement 
should continue in 1959, indicat- 
ing better coverage for the 50¢ge 
quarterly dividend. A note off 
warning, however. If earnings fail 4n 
to pick up by the third quarter, afito 
cut in the dividend seems a fore- [ro 


gone conclusion. mi 
ph 
Home Appliances a 


0 
Despite the stability of con-) 
sumer disposable income during’ 
the current recession, sales of) 
large consumer durables have con-7 
tinued to lag. Individual items 
such as garbage disposal units and 
clothes driers have scored gains,® 
but the major items including re-¥ 
frigerators, washing machines,) 
etc. have remained depressed. A 
pick up in new home building may 
lead to slight improvement for the 
balance of the year, but not 
enough to return exciting earn-§f 
ings results. Typical of the major} 
appliance makers is Whirlpool 
Corp. The company scored an im- 
pressive sales advance in 1957, 
but by the first quarter of this 
year sales had sunk far below 
year earlier levels. As a result, 
earnings dropped to 29¢ a share 
from 45¢ last year, and full year 
earnings will do well to hit $1.25 
per share against $1.61 last year. 
The slump came despite the use of 



























1 level “the prestige “RCA” label on many 
d lead)¢ its products, a factor which il- 
icy €S-Qustrates the appliance fortunes of 
) divi- Either major producers such as 
irterly Bwestinghouse and GE in this 
highly competitive field. 
- In the smaller appliances, the 
picture is different, however. The 
itracts virtual death of “fair trade” ear- 
ub-par@ier in the year cieared dealers 
 e@arn-ghelves of irons, toasters and the 
ems afjike and spurred new production 
y the manufacturers. Moreover, 
ell hit]the public’s taste for these items 
rd aldieems to have been whetted by the 
. SalesMpenerally lower price level that 
equip-fnow prevails at retail. 
ie first Sunbeam, a prime manufacturer 
tbacks§pf small electrical appliances, 
ries byfshould be among the principal 
used afbeneficiaries of this new upswing. 
; elec-§@[he company, moreover, has con- 
‘isions.§gistently demonstrated its ability 
juarter §to turn a good profit, regardless 
ck bot-§pf the condition of the market. 
ick up#The end of “fair trade” may tem- 
overe ll fporarily interfere with profit mar- 
iprove.@ins indicating slightly lower 
48 per earnings for this year, but opera- 
ar end {tional improvements could reverse 
e prod- ithe situation toward year end. 
rnings— McGraw-Edison, similarly will 
e year.fpenefit through its Toastmaster 
ementivision. Overall operations, how- 
ndicat- fever, will remain below last year’s 
he 50¢Mevels as shipments of utility 
ote of {equipment continue to slide. Earn- 
ngs fail§ngs in the first quarter dropped 
rter, alto 39¢ a share, affording scant 
a fore-Moverage for the 35¢ quarterly 
wividend. However, scheduled 
hipments of utility equipment ap- 
ar large enough to improve the 
overage as the year progresses. 
f con-F 
during !ndustrial Electrical Equipment 
ales off 
ive con-— Along with other producers of 
| items—tapital equipment, the makers of 
\its andpelectrical equipment have suf- 
| gains,mered from the sharp cutback in 
ling re-™eapital expenditures. Aside from 
chines, ewer calls for plant equipment 
ssed. Ajpuch as power sources, fuse boxes, 
ng maygete., the electronic controls mak- 
for theft?s have also been hurt by the 
ut not—eutbacks in the purchase of elec- 
y earn-§ronically controlled machines. 
2 majorpisturbingly, the outlook for capi- 
hirlpoolft@l spending in 1959 looks no bet- 
an im-#er than it is at present, indicating 
n 1957,Meaner profits for a fairly extend- 
of this#€d period. 
- below§ Square D is typical of the elec- 
-result,—tical equipment producers. It 
a sharefexperienced a sharp sales drop in 
ull yearfthe first quarter and a drop in 
it $1.25—Parnings to 27¢ per share from 
st year.##9¢ in the same period a year ago. 
e use of JAS with other producers, the com- 


ers, a 
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f Over 1,100 offices in U. S., 


117th CONSECUTIVE QUARTERLY CASH DIVIDEKD 
The Board of Directors has declared a quarterly 
cash dividend of 
$.25 per share on Common Stock 
payable September 30, 1958 to stockholders of 
record at close of business September 12, 1958. 
Wm. E. Thompson 


July 21, 1958 
Secretary 








pany is also saddled, currently, 





with substantially expanded plant 


facilities which must be a drag on 
earnings until business picks up 
enough to warrant full utilization 
of the new facilities. 

Dividends, which equalled 98¢ 
a share last year may be barely 
covered this year, placing the sta- 
bility of payments in doubt. On 
the favorable side, however, is the 
fact that the company’s own cap- 
ital expenditures have been sharp- 
ly reduced, cutting down the need 
tor large cash reserves. Neverthe- 
less, prudence dictates that a cut 
be watched for if earnings im- 
provement fails to develop as the 
year progresses. 

Cutler-Hammer 
fered sharp reverses in the first tag 
quarter when earnings fell to 81¢ 






LOS ANGELES 


similarly suf- 


a share from $1.23 last year. 


Moreover, the company recently 
with Airborne Instru- 
ments, a move which the company 
itself conceded will produce lower 
initial per share earnings than 
would have been shown by Cutler- and 
Hammer alone. 


merged 


As a result, earnings for the Chemical 
year may not reach $3.25 com- ‘ 
pared with $4.51 last year and Corporation 


Canada, Hawaii and Alaska. ; : 


RICHFIELD 


OIL CORPORATION 
dividend notice 


The Board of Directors has 
declared the regular quarterly 
diviiend of seventy-five cents per 
share on stock of the Corporation 
for the third quarter of 1958, 
payable Sept. 15, 1958 to stock- 
holders of record Aug. 15, 1958. 


Norman F. Simmonds 


Secretary 


| CALIFORNIA 





National 
Distillers 








$5.23 in 1956. Under the circum- 


stances the probability is high 
that the 50¢ year-end extra will 
be passed up by the directors this 
year, even though operations will 
cover the regular 50¢ quarterly 
payment. 


Investment Summary 


U.S.L 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstanding 
Common Stock, payable on Sep- 
tember 2, 1958, to stockholders 


of record on August 11, 1958. 
The transfer books will not close. 


PAUL C. JAMESON 








July 24, 1958. Treasurer 
As in most recent years, per- - - — 
formance in the electronics indus- 
try this year will vary widely, 
depending on product mix and the TEXAS GULF SULPHUR COMPANY 


ability of companies to shift quick- 


The Board of Directors has declared a 
dividend of 25 cents per share on the 


ly from unprofitable to profitable 10,020,000 shares of the Company's cap- 


lines. On balance the large de- 
fense contractors appear best 
situated at the moment, with 
highly specialized companies such 


ital stock outstanding and entitled to re- 
ceive dividends, payable September 15, 
1958, to stockholders of recerd at the 
close of business August 22, 1958. 


E. F. nancies =: jR., 


TEaTYe 
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as Raytheon standing the best 
chances of scoring impressive 
earnings. Nevertheless, the mar- 
ket has a propensity to bid tem- 
porarily successful electronic pro- 
ducers up to high price-earnings 
ratios, indicating that caution is 
required in making commitments 
even in the better performing 
cecmpanies. 

Electronics still has exceptional 
growth ahead, possibly greater 
than its phenomenal growth to 
date. However, most fields are 
highly competitive, and the indus- 
try is wide open to newcomers 
with the resources to invest in 
research and development facili- 
ties. Consequently a continuation 
of the previous pattern of rapid 
sales growth for the industry, but 
slim profits for many individual 
producers seems in the cards. 
Commitments must remain highly 
selective, therefore, since dividend 
policies will remain irregular 
while the high market evaluation 
of earnings will pose a constant 
threat of price vulnerability. END 





Agricultural 
Machinery Makers 





(Continued from page 533) 


peak before they began a seven 
year decline. Precise data on the 
average age of tractors, combines, 
corn-pickers and similar equip- 
ment are lacking. But there is at 
least one reassuring figure on this 
replacement market. These years 
1947-1951 represented the largest 
sales in the history of the indus- 
try, and machines sold then, now 
ere seven to eleven years old. 
Even allowing for those which 
have already been replaced, the 
low level of sales in recent years 
suggests that the present replace- 
ment market may indeed be large. 
3ut there is the question of when 
farm equipment needs to be re- 
placed. 

No one is more interested in 
this than International Harvester, 
Deere, and others of the top- 
drawer category. They generally 
figure between five and ten years 
before the original equipment sale 
needs to be replaced, depending on 
how well it has been maintained, 
and what the farm income picture 
will finance. In this connection it 
pays to realize how expensive 
farm equipment is. 

To equip a 500 acre western 
farm, which is what Iowa or Okla- 
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homa types would call a family 
farm, costs about $50,000 in over- 
all farm equipment. As a matter 
of fact you would need upwards 
of $250M in equipment just to 
make a splash with a Long Island 
potato farm. 

Using a five to ten year cycle 
for estimating replacement mar- 
kets, and setting this against farm 
income levels, the arithmetic 
comes out rather interesting from 
the investment viewpoint. The 
most prosperous period in the in- 
dustry’s recent history was from 
1947-1951, i.e. seven to eleven 
years ago, while farm income for 
1958 is expected to be at the best 
levels since 1951. 

Consequently, the evidence 
points to the conclusion that the 
near term sales outlook for the 
farm equipment industry is 
bright. So much for near term 
prospects. We must give thought 
to longer term prospects. 


Vanishing American .. . 
Man with the hoe... 


From 1940 to 1956 there was a 
decline of 28% in the farm popu- 
lation of the United States, this 
decline being in striking contrast 
to the growth which has marked 
almost every other aspect of 
American life. There was also a 
decline of 600,000 farms from 
1950 to 1954. And at the same 
time the Department of Agricul- 
ture has been reeling under huge 
crop surpluses and seeking to re- 
duce farm acreage with its soil 
bank program and lower support 
levels for crop loans. Despite 
shrinkage in certain aspects of 
the farm economy, this year’s 
crops were of bumper proportions. 

The answer must of necessity 
be found in the fact that the aver- 
age farm is becoming larger, more 
mechanized, and more efficient as 
a farm. And this same pattern 
seems likely to continue, indeed 
intensify. 

The Department of Agriculture 
estimates that to feed the larger 
population anticipated for 1975 
will require an increase of 45% in 
livestock production and 25% in 
overall crop production. And yet 
it is also indicated that the new 
acreage available to meet this level 
will total only about 25,000,000 
acres, a gain of only 2.5% over 
present acreage. Consequently, to 
— the projected food needs of 

he population 17 years hence will 
uate an increase in averaye 
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yield per acre of about 27% 5a 


This can hardly be done by! aS 
using more hired hands with) 
hoes. At least part of the answer . 
must be found in further in§3 
creases in intensive cultivation » 
and yields per acre similar to sh 
those scored by the use of hybrid ; 


‘ 


Oe | 


seed in the corn belt, a develop. i 
ment which almost assures that p 


the country will never run out off 
pork chops, Malthus notwith.§ 
standing. And more intense cu' ti. 
vation must of necessity invo'vey 
greater mechanization per farm, 
and per acre. This can hardly be 
called adverse for the farm equip. 
ment industry’s longer term out-§ ) 
look. We turn now to brief com ¢. 
ments on the leader companies. § 





International Harvester, long the) 
leader in the industry, got off to a} 
poor start for the current fiscal) 
year. Sales for the three months! 
ended January 31, 1958 were 14% 
below year earlier levels, but those 
for the six months ended April 30, 
1958 were down only 9%, reflect-” 
ing the improvement in sales of 
farm equipment and other lines} 
which developed during the sec) - 
ond quarter. Earnings for the six 
months ended April 30, 1958 were! 
$1.18 a share as against $1.20 a 
year previous. Prospects are that? 
earnings for the full year ending) 
October 31, 1958 may compare 
tavorably with the $2.88 reported 
for fiscal 1957, although final fig- 
ures will depend in part on sales) 
of trucks and industrial equip) 
ment. Current dividends of $0.50) 
quarterly appear quite secure. 

Deere & Company has reported 1 
similar pattern. Following a poor 
first fiscal quarter, improved salest 
during the second quarter lifted! 

sales for the six months ended 
Apr il 30, 1958 to 5% over those off 
the year earlier period. She rel 
earnings for the recent six months 
were $2.25, up from $2.10 the 
year before, and earnings for thej 
year ending October 31, 1958 are 
expected to exceed last year’s 
$3.96. Prospects are that the cur-| 
rent annual dividend of $1.50 will 
be supplemented by a year ende 
extra equal to the $0.25 paid last 
year. E 

J. I. Case Co. and Oliver Corp. 
the two other leading farm equip 
ment manufacturers also reported 
improved operations for the fiscal 
half ended on April 30, last. Case 
showed a loss of $0.10 per share 
for the period as against a loss of 
$1.18 a share for the year earlier 
period. On its part Oliver reported 
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| Ba profit of $0.10 a share for the 
ce ‘six months compared with a loss 
one by? of $0.28 a share the year before. 
S With) case may earn close to $2.00 a 
ansWwet® share for the year ending October 
1er 1M} 31, 1958, and Oliver should do ma- 
Avation§ terially better than the $0.13 a 
ilar ti) share logged in 1957. Despite ihe 
hybrid improved earnings outlook, Case 
levelop is not expected to resume dividend 


es that® payments in the near future. 
| Out of 


otwith. 
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Current Outlook 


The interim sales and earnings 
data on the leaders in the indus- 
try reflect the improved condi- 
tions in the main farm areas. 
Moreover, in view of the level of 
' farm income, it seems very prob- 
able that the improvement will 
continue at least through the fiscal 
yer ending October 31, 1958 and 
mzy carry over in fiscal 1959. 

—END 





Mixed Outlook Among 
individual Office Equipment 
Companies 








(Continued from page 528) 


$1.20 af = Sales in the first quarter scored 
re that® a normal advance to $11.7 million 
ending) from $11.4 million last year, and 
ompares earnings were unchanged from 
2ported the 70¢ per share reported in the 
nal fig-§ first three months of 1957. Start- 
n sales) up expenses for new productive 
equip) facilities kept earnings from 
f $0.50) keeping pace with sales growth, 


ire, | and may continue to do so for the 
orted sf next few quarters, but earnings 
a, poor for the year should still equal last 
.d sales Yeat’s $3.07 per share. The end 
rte of the $6.7 million expansion pro- 

gram, however, enhances the 


ended ; ; eames : 
: chances for liberalization of the 
hose off 3._: : : 
Shas dividend in the not too distant 
‘1..m future. 

months? : a aes , : >* 

10 the An interesting facet of Pitney- 
> 4) | Bowes operations this year is the 
for the . . ot : 
158 areg SPeed with which it placed a 16- 
vear's point crash sales program in ef- 
: -) fect as soon as the recession 
he cur- : 

50 wil threatened its new order rate. As 
ee i) aresult, new orders this year are 
ar end : aol : 
id lnal keeping pace with 1957 despite 

> the general business recession. 
‘ Corp. , , ‘ 
: Mixed Outlook for Diversified 

| equip. Producers 
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st. Case 
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As with other members of the 
electronics industry, the highly 
diversified computer makers are 
reporting results that vary sharp- 
ly with their product mix. Sperry- 
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Cities Service 
COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company has de- 
clared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable September 8, 1958, to stock- 
holders of record at the close of business August 15, 1958. 


ERLE G. CHRISTIAN, Secretary 





Rand, for example, despite a 
moderate sales increase has seen 
its earnings deteriorate steadily 
in the last year for a number of 
different reasons. Among the 
more important culprits in addi- 
tion to the recession are the heavy 
expenses connected with “Uni- 
vac” production. Although second 
to IBM as a major computer pro- 
ducer, the Remington Rand Divi- 
sion has been weighted down by 
rapid obsolescence of its product, 
necessitating frequent redesign- 
ing. 

In addition, the defense stretch- 
outs of last year interfered with 
production schedules, preventing 
Sperry from offsetting the higher 
costs of performing on defense 
contracts. 

Despite its recent troubles, 
however, there are indications 
that Sperry has seen its worst 
days, and that the 19¢ per share 
earned in the March quarter may 
be close to the low water mark 
for the company. For one thing, 
Sperry is one of the most impor- 
tant innovators in the rocket and 
missile fields and has recently re- 
ceived a large number of contracts 
in this area. In addition, orders 
for Univacs have picked up sub- 
stantially in recent months indi- 
eating that the current model is 
proving satisfactory. 

Some income tax difficulties 
still have to be overcome, and de- 
preciation charges will remain 
high for some time to come, so 
that immediate earnings growth 
will not be exceptional. Neverthe- 
less, a definite turn seems in the 
making. 


Summary 


Despite some sluggishness 
early this year, the office equip- 
ment makers continued to benefit 
from the extraordinary growth 
of computer sales. From nothing 
as recently as 1950, total comput- 
er sales rose to $350 million last 





DIVIDEND NOTICE 





AMERICAN & FOREIGN 
POWER COMPANY INC. 


2 RECTOR ST., NEW YORK 6. N. Y. 


The Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per share 
on the Common Stock for 
payment September 10, 1958 
to the shareholders of record 
at the close of business August 


11, 1958. 
H. W. BALcooyen, 


Executive Vice President 
and Secretary 


July 25, 1958. 








CROWN CORK & SEAL 
COMPANY, INC. 
; 


PREFERRED DIVIDEND 
The Board of Directors has this day declared 


the Regular Quarterly Dividend of fifty 
(50c) per share on the $2.00 Cumulative Preferred 
Stock of Crown Cork & Seal Company, Inc., 
able September 15, 1958, to stockholders of record at 


the close of business August 18, 1958 


cents 


pay 
The transfer books will not be closed 


WALTER L. 
1958 


McMANUS, Secretary 


July 24 








Ninety cents 


A cash dividend of 


(90¢) per share on the outstanding 
capital stock of thisCorporation has 
been declared, payable Sept. 2. 1958 
to stockholders of record at the 
close of business August 1, 1958. 
BIRNY MASON, JR. 
} ice-President and Secretary 
UNION CARBIDE CORPORATION 
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year, and the more optimistic ex- 
ponents of computer technology 
foresee triple that figure by 1960. 

Actually, such exceptional 
growth will not be required for 
the industry to lay claim to 
growth status. But concrete earn- 
ings must begin to show up for 
producers besides IBM and the 
relatively few others who have 
so far been able to turn a profit, 
before the high market evaluation 
of the stocks can be completely 
justified. 

Until now, major profits from 
computers have stemmed from 
the defense program, especially 
since missiles are for all practical 
purposes, “flying computers.” But 
a sound position in the civilian 
economy is necessary before the 
industry can feel fully secure, 
since the vagaries of govern- 
mental defense policies cannot be 
counted on for sure growth. 

In any event, it is apparent 
that the fortunes of most indivi- 
dual companies in the field will 
vary with the success they achieve 
in developing advanced electronic 
equipment. For this reason the 
corporations that are still essen- 
tially typewriter and accounting 
machine manufacturers, such as 
Smith-Marchant and Royal-Mc- 
Bee have a long uphill fight to 
establish themselves in the new 
field, while such stalwarts as IBM, 
National Cash Register and prob- 
ably Sperry-Rand will reap the 
major benefits from both the mili- 
tary and civilian economy. —END 





What the U.S. Is Doing 
to Counteract Soviet 
Economic Warfare 





(Continued from page 521) 


consisted of binding rates for 
goods which already entered our 
market duty free.” 

These data support the prin- 
ciple which underscores the Free 
World’s trade and aid policy, in 
contrast to the red effort, namely, 
that one country’s gain does not 
need to cause another country’s 
loss. The United States is in a 
position to offer chapter-and-verse 
proof to the under-developed 
countries that this has been the 
case, and that the success can be 
duplicated again. There is no re- 
buttal available to the commies 
whose sample case contains prom- 
ises which suffer against a back- 
ground of pledges ignored, gifts 
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that can at best bring only tem- 
porary prosperity and no hope of 
stability, plus low interest rate 
and immediate raw material pur- 
chases which are palpably “come 
on’s. ” 

No responsible authority in 
government denies that the policy 
being carried out by the United 
States will hurt some individual 
companies, at least temporarily. 
But this is the price paid for tech- 
nological progress also. If it were 
otherwise, there would be no trade 
or tariff problem. Success of the 
policy depends upon realization 
that international business is a 
two-way street — an expression 
which may sound hackneyed, but 
a truism which hadn’t registered 
with many industry witnesses 
who appeared before congres- 
sional committees when the Hull 
Act extension was up, and with 
many firms which have piled high, 
the desks of U.S. Tariff Commis- 
sion members. 


The New “‘Common Markets” 


Just because the United States 
still is leading the economy of the 
free world, the threat of Soviet 
economic warfare cannot be dis- 
missed. Although our economy has 
grown phenomenally since World 
War II, the rate of growth has 
been matched and exceeded else- 
where. Western Europe has had 
a rebirth of industrial vitality; 
Latin America is forging ahead; 
Asia and the Middle East have 
been raising their sights. The 
strength of Russia and Western 
Europe has offered the Asian 
countries increasing opportunities 
to turn to those quarters for aid. 
We no longer have quite the mo- 
nopoly in strength and surplus we 
had a decade ago. Out of the very 
fact of closely matching strength 
of the United States and Russia 
in some major respects, has come 
economic and political mergers. 
The European Common Market 
for example which will start off 
comparing favorably with our 
population and our potential de- 
velopment. Asian, South Ameri- 
can, Central American and Nordic 
groups have such amalgamations 
in the talk stage. Many countries 
which cannot hope to gain strength 
on their own, see in these eco- 
nomic mergers a mass market 
free of trade and other economic 
barriers. In these developments 
may be found the warning note 
to the United States that country- 
by-country reciprocal trade agree- 
ments may not be enough; that we 
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must continue our partnerships iy Jannue 
the larger groups which constitut jbegin 


the Free World. Pre 
‘tion 

Development Aid ® natio 

Es every 


Most of our foreign aid pro 4 loa 
grams are administered by the priva 
International Cooperation Admin} ly t° 
istration which works closely with) publi 
the State Department. One of they indus 
newer programs now being use(e Prise 
is the Development Loan Fund per. ¢ 
Creation of the Development Loar) tur't: 
Fund coincided with, if it was, roa‘ 
not actually inspired by Russia's) 44™5 
stepped-up economic offensive. In) Pro! 
each of the many official studies) P®) ™ 
of aid and trade some, or much§ P< 
emphasis was placed on the nee(jy 102" 
for reinforcing the economies off M2"! 
the less developed countries. Typi-™ the! 
cally, their annual product perp tn¢ 
person amounts to about $20() Wt) 
compared to $2300 and more ing ‘U2! 
this country and in Western) °P™ 
Europe. This meant poverty, in-| a 
adequate nutrition, shortened life 
expectancy. The communists he avell © a 
been alert to the political advan- at 
tage which might be capitalized rat 
upon. Their offer is a short-cut top, the 
progress which has been aspired), D¢ © 
to only since means of communi-f St? 
cation improved and a World Warg ta! 
made these nations feel closer kin-) poli 
ship to other countries. B Cla 

To gain a foothold in the under-§) ad\ 
developed countries it probably : 
will be necessary for our govern-§) to 
ment to play a larger role than it) Sta 
has in the past. Private capital,) poli 
understandably, is not very inter- sibi 
ested. The great bulk of foreign® the 
investment has gone to the oil pro- 










ducing countries of the Middle? ol a 
East, leaving little for the rest of) sel! 
Asia and Africa. So the Develop- a 
ment Loan Fund has become the tha 


Soviet’s closest competitor, en- : 
joined from competing with pri-) “" 
vate capital, but with lending lati- - 
tude within the limits of its $3007 hel 
million appropriation voted last™ PY 
September when the agency set up § ™€ 
shop. The need was immediately ity 
demonstrated: by the end of De-)) wo 
cember, more than $500 million# wo 
in loan proposals were at hand:¥ pli 
one month later it had soared to® th 
$1.4 billion; by June 30, 1959, re- | 
quests are expected to aggregate} m 
$3.5 billion. In the Mutual Secur- 


— 


ity appropriation bill now in Con- Ol 
gress an additional $625 million na 
is asked, to be added to the origi- th 
nal $300 million in a revolving . 


fund operation. The first appro-§ ~ 
priation has been almost wholly ™ 
allocated. Goal of the Fund is an 
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‘itut, beginning next year. 
Proof of this country’s inten- 
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ps iy annual’ $1 billion appropriation, 
How Much Will Rail 
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tion to see the under-developed 
nations through, is the fact that 
every requirement for approval of 
a loan looks to improvement of 


_ private enterprise, confined large- 


ly to power, transport and other 
public facilities on which private 


| industrial and agricultural enter- 


prise depends. Interest rate is 3.5 
per cent with up to 40 years ma- 


'turity on basic facilities such as 
= roads, 


harbors, railroads and 


aia dams; there are higher rates for 


est increase in demand is from the of Se Compaey. ‘payee 

Pneti > ° ° September 5, 1958 to stock- 
function of the DLF but comes chemical industry. Other sources holders of record at close 
within other divisions of the mu- of income are derived from manu- of business July 30, 1958. 

g tue : fe facturing of freight cars, plastics, LOUIS B. GRESHAM, 
tual aid program. And the devel- facturing of freight , plast 
opmental loans will go for naught industrial equipment and defense July 8, 1958 Sceretary 

ing Unless the outlet is provided. products. All in all, the company ; 
| The Communist economic threat : = 





Stheir movement. This 


profit producing enterprises. Re- 
payment in local currencies is ac- 
ceptable. Linked to developmental 
loans must be action to create 
markets for exports, and ease 
is not a 


/ cannot be overcome simply by 
> tariff refinements, the flow of pri- 
» vate investment of capital, or any 
' other single curative but it must 


> Clarence B. Randall offered this 


Equipment Earnings Improve 
— And When? 
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the rail equipment group as a 
whole. Profit margins have been 
consistently wide, and dividends 
stable, with a rising trend in the 
background. 

General American Transportation 
has diversified its operations to a 
large extent, with car leasing as 
the major source of earnings. 
Profits have paralleled expansion 
of the fleet since cars are not built 
until favorable terms have been ob- 
tained from customers. The great- 


is a composite of several good 
businesses, which promise to 
widen the earnings base. 

Union Tank Car is the second 


tually all Standard Oil units, and 
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==>) COLUMBIAN 
CARBON COMPANY 


One-Hundred and Forty-Seventh 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 60 
cents per share on the Capital Stock of 
the Company will be paid September 
10, 1958 to stockholders of record at the 
close of business August 15, 1958. 


RODNEY A. COVER 
Vice-President — Finance 








DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors 
today declared a quarterly 
cash dividend of 45 cents per 
share on the common stock 

















Uniteo States Lines 


be met by a series of interlocking {4 ™ ing “tout “37,000 cane te Company 

steps. Returning from a Presiden- shippers. The principal customer a 
j tial Commission to study trade js the petroleum industry. Exclu- DIVIDEND 
| policy and its effects abroad, sive contracts are signed with vir- 








advi : tc ace oe ots ; . j The Board of Direct h thorized 

der- advice : ; this assures stable income. Acqui- ines eanennen af deeaanad a8 tr onan 
ably The greatest roadblock of all sition late in 1957 of Phoenix Man- ($.50) per share payable Sept. 5, 1958, 

. ° 3 Tone ° . ° ° ° to holders of Common Stock of record 
ern-§ to the creation by the United’ ufacturing Co., including its sub- Aug. 15, 1958. 
in it} States of a foreign economic sidiary Graver Tank & Manufac- WALTER E. FOX, Secretary 
ital, policy that boldly suits the respon-_ turing Co., is expected to inject a One Broadway, New York 4, N.Y. 
iter- § 


eign! 


ft 


sibility that our country bears in 
the modern world is the inability 


measure of growth to operations. 
A secure and ample dividend re- 





Pro-§ of our business community to turn is compensation for share- 
ee ) place the national interest above 0lders in the interim. AUTHORS WANTED 
‘ a ge hi 
lon self-interest. Rare indeed is the New Devices Provide Savings 
thee Company or the trade association as BY N ¥ PUBLISHER 
en-@ that asks first the question of With dieselization over 95% » Se 

- § what is best for all of the people, complete, major rail systems have New York, N. Y.— One of the nation’s 
pri : P s es * ch largest book publishers is seeking book-length 
lati-@ and only secondarily what will been able to invest in other new manuscripts of all types — fiction, non-fiction, 
309) help the marketing of a particular labor saving devices. In addition Sr Se col te 
last™ Product. In the abstract, business- to building modern “push-button” | Vantage Press, 120 W. 31 St., New York 1. 
t up! men by an overwhelming major- freight classification yards, cen- SORES mpyry = 
tely§ ity favor the rising volume of  t¥alized traffic control systems are _ As these installations increase in 
De- world trade that liberalization being installed over many miles — scope, they will result in added 
lion! would bring but they want it ap- Of, track. These installations per- operating economies to the rail- 
ind: § plied to some industry other than mit increased train movements roads. The savings derived can be 
1 toll their own. pied yom pet — with nevi — to new equipment pur- 

se « : isi . stops and reduced manpower for chases. 
ail ae Soe eee signal operations. Extra track There are — companies a: 
WANE Reith: teen welies Cine the ten mileage is eliminated and this per- _inent in signa ling devices, namely 
on-# plementing of at ine 2 mits substantial economies in General Railway Signal and West- 
lionf? g ol program tor maintenance as well as in tax inghouse Air Brake’s Union 
igi national security, and the other, costs. | ; ; Switch & Signal division. Since 
ing § the creation of a steadily develop- While road mileage on which patents are pooled by the major 
oro.) 12g volume of world trade for the CTC is in use has quadrupled firms, competition is orderly. Im- 
olly } Support of our own economy.” since 1945, a large potential still mense savings are provided 
; an END exists for signal manufacturers. through new signalling devices, 
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and the future prospects of the 
participating companies are 
bright. Of the two firms listed, 
General Railway Signal should 
benefit more, since a proportion- 
ately higher percentage of its in- 
come is derived from this source. 

General Railway Signal products 
include intricate electronic cen- 
tralized control systems, auto- 
matic control switching systems 
for classification yards, speed con- 
trols and many other safety items. 
Its sales base has broadened in 
recent years reflecting the sub- 
stantial savings for the railroads 
obtained by the installation of the 
new devices. While the business 
slump has caused many rail sys- 
tems to defer improvement proj- 
ects, future sales and earnings 
potentials are bright. Margins are 
wide and price increases are not 
hard to come by since savings by 
the rails are large. 

Westinghouse Air Brake: Al- 
though the company’s Union 
Switch & Signal division is slightly 
larger than General Railway Sig- 
nal, it is a relatively small part of 
the over-all operation. This factor 
tends to overshadow growth in the 
division. Diversification has 
played a major role in Westing- 
house Air Brake’s picture in re- 
cent years. An important factor 
in the rail air brake and switch- 
ing business, the company has ex- 
panded into electronics, oil well 
equipment and earth-moving lines. 
Through such acquisitions, rail 
equipment sales have been pared 
to around a third of total volume. 
Lower earnings are in store for 
this year, but the lessening of de- 
pendence on rail orders could lead 
to a wider and more stable earn- 
ings base eventually. 


Locomotive Business Fades 


With the transition from steam 
to diesel power virtually com- 
plete, long-range prospects for 
this segment of the rail equipment 
industry will depend in the future 
largely on replacement volume. 

Electro-Motive Division of General 
Motors, which developed the diesel 
locomotive has been the sales 
leader nearly all the way. It ac- 
counted for 83% of total orders 
in 1957. Alco Products, in the sec- 
ond ranking spot, was well behind 
with 13%. Fairbanks Morse has a 
small position, and Baldwin-Lima- 
Hamilton has left the field. 

Facing up to the limited future 
in this field, Aleo Products ener- 
getically pursued a diversification 
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program. Efforts have begun to 
take hold, with diesel locomotive 
shipments in 1957 totaling only 
around 22% of gross. In addition 
to substantial replacement volume 
for the railroads, company pro- 
duces reactors, heat exchangers 
for the atomic energy industry, 
pressure vessels, oil refining and 
distillation equipment, etc. Re- 
search and development costs are 
high at present but should pay off 
in time. Improved earnings are in 
prospect for 1958, and long-term 
outlook encouraging. 

Passenger equipment manufac- 
turing is the weakest segment of 
the railroad equipment industry. 
Passenger travel has declined 
steadily in the past thirty years, 
reflecting competition from auto- 
mobiles, buses and airplanes. Ris- 
ing costs and reluctance of local 
authorities to allow discontin- 
uance of unprofitable runs have 
resulted in deficit passenger oper- 
ations for most of the railroads. 
Therefore, they have been un- 
willing to throw good money after 
bad, particularly sinee budgets 
have been tight. 


New Cars Introduced 


Newly designed light-weight 
trains have entered the picture in 
recent years, but railroad man- 
agements have not as yet shown 
much of a desire to invest in the 
models. It is hoped that the sav- 
ings derived from usage of the 
lighter equipment will eventually 
prompt carriers to come into the 
market in force. To date, only 
experimental orders have been 
received. 

Leading manufacturers include 
Pullman, ACF Industries, Budd 
Company and General Motors. 
Budd Company’s model has had 
perhaps the best reception to date. 
Budd’s major interests, however, 
extend to the production of auto 
components, jet engine parts, lam- 
inated plastics and vulcanized 
fibre. Postwar revenue growth has 
been rapid, but the earnings trend 
is mediocre. 


In Conclusion 


Considering the small backlogs 
of orders now on hand, price re- 
covery for rail equipment shares 
may be slow in materializing. 
However, as business conditions 
continue to improve, new orders 
should begin to flow in at a steady 
rate, both from the rails and other 
industries now served by rail 
equipment manufacturers. In view 





of this, and with favorable legis-7 
lation for the rails another plus) 
factor, shares of the better-grade’ 
and more diversified firms in the) ¢j 
rail equipment group are well” 5¢ 
worth holding at present prices. © yj 
—END | ~ 





Shocking Sinking Spell 





in Bonds 4 . 
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Treasury issues remain well above : ve 
the 1957 lows of last October, 5 bc 
though several have given up as © be 
much as half of the gains from 30 
October to April. Yields, of para-/ 
mount interest to the investment) re 
minded, have risen about *%% % § vi 
and the 3% s of 1974 which had) B 
traded to yield only 3.03% ng dc 
April are now available to yield) ) uy 
3. AT% g be 
TABLE li—Corporate bonds have § th 
shown comparable price declines, § in 
as underwriters have had to mark J ¢c 
up offered yields to attract buy-) fc 
ers. Texas Company 3s of 1983, 
Aaa-rated, were sold in April at § fic 
a 3.65% y ield to the investor. The § is 
subsequent decline in the market | h: 
sent these bonds down to 97, = tl 
raising the yield to 3.80%. U. S. 8d 
Steel’s $300 million offering in § tk 
July, also Aaa-rated, had to 7 
priced to yield 3.97% before it) s 
~t sell. In general, July was af it 
month in which high- grade cor. Fo 
porate bonds had to offer at least § 
4% to attract investor interest. | ID 
While this is below the 5% yield § a’ 
level on high quality bonds which § ir 
was touched or approached inf t 
June and October 1957, it is con- 9 1' 
siderably above yields available § r 
in any previous year since 1933. | i 
The table on page 509 sets out? 
available yields on selected cor- k 
porate bonds put out in the ast 
year or two. v 
Many tax-exempt State andju 
local government issues are nowfr 
available to yield around 27%°% §t 
on Aaa-rated issues, against §c¢ 
252% in April and about 332% §1 
last October. By taking a some- § d 
what lesser quality obligation an Je 
investor in today’s market can §t 
get 3%,% on a Baa-rated bond, § Vv 
against 354% in April and about §t 
4.40% last October. Since these §t 
yields are tax exempt, they com- §t 
pare favorably with considerably § \ 
higher yields on taxable Treasury } t 
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legis- I 


or corporate bonds. Thus, a 3% 
r plush 


yield on a Baa-rated se kd Ba is 
grade” equivalent, for a taxpayer with 
in the ) $16,000 of taxable income and a 

well 4 50% marginal tax rate, to a 734% 












ices. § yield on a taxable security. 
—END 
3 Bond Market Fundamentals 
ell There is no question that cur- 
rent yield levels in the bond mar- 
ket would be attractive if all that 
rs! | was wrong with the market was 
*a hangover following the over- 
} speculation of last winter and 
———f spring. Correction of over-ex- 
9)  & tenced speculative positions could 
then be regarded as a healthy de- 
above § yveli pment, inviting investment in 
tober, } bonis. The trouble is that the 
up 48) bond market has to overcome 
from} some more serious problems. 
para- ' The improving tone of business 
tment | reports is probably the most ob- 
¥ % vious hurdle the market faces. 
h hed Bonds go up when business goes 
% down and vice versa. A business 
yield © upturn might well bring declining 
bond prices in its wake. Though 
; have this need not bother a long pull 
clines, § investor who buys and holds, it 
‘mark# could mean losses for anyone 
| buy-§ forced to sell out before maturity. 
1983, It is still too early to be con- 
wril at§ fident that the business upturn 
r. The) is here. On the other hand, it 


iarket 8 has become increasingly apparent 
o 97, § that, there will be little further 


U. S. § deterioration in the economy in 
ng inthe next few months and possibly 
to be} some mild improvement reflecting 
ore it) seasonal forces of expansion in 


was a) the fall. While the staying power 
e cor-§of any improvement in business 
t least Fis going to be severely tested in 
terest. » December, January and Febru- 
yield ary when seasonal slowdown sets 
w . in and consumers have a chance 
ed to show whether they like the 
s ms. 1959 automobile models, any cur- 
1ilable § rent investor in bonds will find 
1933.) the intervening months showing 
ts out more signs of business pick-up 
d cor-§ than of slowdown. 
ie last It is worth remembering that 
when the business recession got 
>» and@underway last fall, there was 
e nowfrather general agreement that 
272° | the two main danger spots were 
gainst § consumer spending and housing. 
35% Ef these held up or expanded, the 
some- § declines in corporate plant and 
ion an§equipment spending and inven- 


st can§tory holdings could take place 
bond, § without a serious dislocation of 
about § the economy. It is now apparent 
these § that consumers have maintained 
y com- § their confidence remarkably well. 
erably § While no great upward thrust of 


easury | buying is expected from them, 
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there are also no signs of re- 
trenchment in outlays. Mean- 
while, there is evidence that hous- 
ing construction is responding to 
the easing of mortgage money and 
government stimulants. Applica- 
tions for FHA mortgage insur- 
ance in May were the highest in 
history, and housing starts in 
June rose to a 1,090,000 annual 
rate, highest since August 1956. 
While it remains to be seen 
whether these houses will be sold, 
early reports are encouraging. 
The conclusion is that a major 
downturn in business has been 
avoided, at least for the time 
being. 


Treasury Deficit Financing 


Another hurdle for the bond 
market is the growing volume of 
Treasury deficit financing. Presi- 
dent Eisenhower in his July 2 
press conference confirmed that 
a deficit “of the order of $10 bil- 
lion” is looming for fiscal 59 and 
revealed that further deficit 
financing is in prospect for fiscal 
60, beginning next July 1, though 
the Administration’s hope is that 
the deficit “will diminish.” The 
crisis in the Middle East, whether 
or not it leads to hostilities, will 
add to the deficits the President 
had in mind. 

While there is little question 
that the longer run problem of 
the Treasury is raising cash to 
cover its deficits, the next few 
months may find the Treasury 
making smaller demands on the 
market for funds than many 
people expect. Treasury cash bal- 
ances are unusually high at the 
moment, reflecting borrowing in 
the first half of the year, and 
with the $3 billion scheduled to 
be borrowed in August there may 
be need for only $1-2 billion addi- 
tional borrowing in October, 
rather than the $3-5 billion figure 
which many project. If market 
conditions were substantially bet- 
ter in October, the Treasury 
might well try to put out a long- 
term bond again. It would be a 
mistake to assume the events 
since June have reduced their be- 
lief in the importance of length- 
ening the debt. 

In any case, corporate bond 
issues are not likely in the latter 
half of 1958 to continue the tor- 
rid $10 billion a year rate of flow 
established in the first half. The 
calendar of announced offerings 
fell to $1 billion late in July, low- 
est for the year to date and less 








than half the $2.1 billion peak of 
March 27. State and local govern- 
ment financing, a record $4.4 bil- 
lion from January to June, is 
expected to drop back to about 
$3.6 billion. 

Meanwhile the flow of savings 
into major savings institutions— 
Savings and Loan Associations, 
Mutual Savings Banks, Life In- 
surance Companies, and Commer- 
cial banks—totals $9.7 billion in 
the first five months of 1958, one- 
third greater than the $7.2 billion 
inflow a year ago. 

Thus, prospects for some price 
improvements in bonds over the 
next few months hinge on some 
reduction in private demands for 
funds, a willingness of the Treas- 
ury to refrain from offering more 
long-term bonds until the tone of 
the market is appreciably better, 
and the rising flow of savings. 


Federal Reserve Bond Buying 


The decision of the Federal Re- 
serve authorities to come back 
into the bond market, after a six 
year absence, should not be in- 
terpreted as a buy signal on 
bonds. A decision to counter a too 
rapid decline in bond prices, 
which was producing a panicky 
atmosphere and postponements of 
needed business financing, is far 
from a decision to push bond 
prices up. It may even be ques- 
tioned whether the authorities 
have a fixed floor at which they 
intend to maintain bond prices 
over any period of time. A grad- 
ual settling of prices conceivably 
could be consistent with an un- 
afraid, functioning bond market. 

No doubt a major element in 
the decision to re-enter the bond 
market was the delicate interna- 
tional situation. A time of crisis 
and threats of war is hardly a 
time when a demoralized bond 
market can be accepted. A basic 
fundamental is that no war will 
ever be lost by the United States 
for lack of financing as long as 
the Federal Reserve is function- 
ing. The corollary to this is that 
if the crisis should pass, the au- 
thorities might well! feel that sup- 
port of the bond market is no 
longer crucial. 

In any case, even if war should 
break out and interest rates were 
to be frozen, the difference be- 
tween vast profits or vast losses 
for speculators buying bonds now 
would hinge on the level at which 
rates were frozen. Considering 
the costs in inflation of maintain- 
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and the future prospects of the 
participating companies are 
bright. Of the two firms listed, 
General Railway Signal should 
benefit more, since a proportion- 
ately higher percentage of its in- 
come is derived from this source. 

General Railway Signal products 
include intricate electronic cen- 
tralized control systems, auto- 
matic control switching systems 
for classification yards, speed con- 
trols and many other safety items. 
Its sales base has broadened in 
recent years reflecting the sub- 
stantial savings for the railroads 
obtained by the installation of the 
new devices. While the business 
slump has caused many rail sys- 
tems to defer improvement proj- 
ects, future sales and earnings 
potentials are bright. Margins are 
wide and price increases are not 
hard to come by since savings by 
the rails are large. 

Westinghouse Air Brake: Al- 
though the company’s Union 
Switch & Signal division is slightly 
larger than General Railway Sig- 
nal, it is a relatively small part of 
the over-all operation. This factor 
tends to overshadow growth in the 
division. Diversification has 
played a major role in Westing- 
house Air Brake’s picture in re- 
cent years. An important factor 
in the rail air brake and switch- 
ing business, the company has ex- 
panded into electronics, oil well 
equipment and earth-moving lines. 
Through such acquisitions, rail 
equipment sales have been pared 
to around a third of total volume. 
Lower earnings are in store for 
this year, but the lessening of de- 
pendence on rail orders could lead 
to a wider and more stable earn- 
ings base eventually. 


Locomotive Business Fades 


With the transition from steam 
to diesel power virtually com- 
plete, long-range prospects for 
this segment of the rail equipment 
industry will depend in the future 
largely on replacement volume. 

Electro-Motive Division of General 
Motors, which developed the diesel 
locomotive has been the sales 
leader nearly all the way. It ac- 
counted for 83% of total orders 
in 1957. Alco Products, in the sec- 
ond ranking spot, was well behind 
with 13%. Fairbanks Morse has a 
small position, and Baldwin-Lima- 
Hamilton has left the field. 

Facing up to the limited future 
in this field, Alco Products ener- 
getically pursued a diversification 
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program. Efforts have begun to 
take hold, with diesel locomotive 
shipments in 1957 totaling only 
around 22% of gross. In addition 
to substantial replacement volume 
for the railroads, company pro- 
duces reactors, heat exchangers 
for the atomic energy industry, 
pressure vessels, oil refining and 
distillation equipment, etc. Re- 
search and development costs are 
high at present but should pay off 
in time. Improved earnings are in 
prospect for 1958, and long-term 
outlook encouraging. 

Passenger equipment manufac- 
turing is the weakest segment of 
the railroad equipment industry. 
Passenger travel has declined 
steadily in the past thirty years, 
reflecting competition from auto- 
mobiles, buses and airplanes. Ris- 
ing costs and reluctance of local 
authorities to allow discontin- 
uance of unprofitable runs have 
resulted in deficit passenger oper- 
ations for most of the railroads. 
Therefore, they have been un- 
willing to throw good money after 
bad, particularly sinee budgets 
have been tight. 


New Cars Introduced 


Newly designed light-weight 
trains have entered the picture in 
recent years, but railroad man- 
agements have not as yet shown 
much of a desire to invest in the 
models. It is hoped that the sav- 
ings derived from usage of the 
lighter equipment will eventually 
prompt carriers to come into the 
market in force. To date, only 
experimental orders have been 
received. 

Leading manufacturers include 
Pullman, ACF Industries, Budd 
Company and General Motors. 
Budd Company’s model has had 
perhaps the best reception to date. 
Budd’s major interests, however, 
extend to the production of auto 
components, jet engine parts, lam- 
inated plastics and vulcanized 
fibre. Postwar revenue growth has 
been rapid, but the earnings trend 
is mediocre. 


In Conclusion 


Considering the small backlogs 
of orders now on hand, price re- 
covery for rail equipment shares 
may be slow in materializing. 
However, as business conditions 
continue to improve, new orders 
should begin to flow in at a steady 
rate, both from the rails and other 
industries now served by rail 
equipment manufacturers. In view 


ae 


of this, and with favorable legis il Porc 
lation for the rails another plus) iyiel 
factor, shares of the better-grade equi 
and more diversified firms in the 4 $16, 
rail equipment group are welll) 50% 
worth holding at present prices. 7 viel 
—END® 
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Treasury issues remain well above vel 
the 1957 lows of last October,® pon 
though several have given up as) bon 
much as half of the gains fren son 
October to April. Yields, of para-— 7 
mount interest to the investment rep: 
minded, have risen about %%% vio 
and the 3%s of 1974 which had® Bor 
traded to yield only 3.03% in¥dow 
April are now available to yie ld upt: 
3.47 % »bon 
TABLE i—Corporate bonds have | this 
shown comparable price declines, 7 inv: 
as underwriters have had to mack) cou 
up offered yields to attract buy-# for 
ers. Texas Company 3s of 1983, I 
Aaa-rated, were sold in April at fide 
a 3.65% y ield to the investor. The! Ris | 
subsequent decline in the market” has 
sent these bonds down to 97,) tha 
raising the yield to 3.80%. U. S.Bdet 
Steel’s $300 million offering inthe 
July, also Aaa-rated, had to be®son 
priced to yield 3.97% before it) sea: 
would sell. In general, July was al the 
month in which high- grade cor-Bof | 
porate bonds had to offer at least/is 5 
4% to attract investor interest. | 1Dec 
While this is below the 5% yield¥ary 
level on high quality bonds which#in : 
was touched or approached of, 
June and October 1957, it is con-§195 
siderably above yields available ren 
in any previous year since 1933.) the 
The table on page 509 sets out)}mo: 
available yields on selected cor-§tha 
porate bonds put out in the last | 
year or two. wh 
Many tax-exempt State andJunc 
local government issues are nowfrat 
available to yield around 27% “the 
on Aaa-rated issues, against§con 
252% in April and about 332°o§lf 1 
last October. By taking a some-§dec 
what lesser quality obligation an Jequ 
investor in today’s market can§tor 
get 3%,% on a Baa-rated bond, §wit 
against 354% in April and about the 
4.40% last October. Since theseftha 
yields are tax exempt, they com-fthe 
pare favorably with considerably § Wh 
higher yields on taxable Treasury § bu) 
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€gis-) or corporate bonds. Thus, a 3% 
plus! yield on a Baa-rated sooetdade 1 “ 
rade J equiv alent, for a taxpayer with 
1 the $16,000 of taxable income and a 
welll) 50% marginal tax rate, to a 734% 
es. [yield on a taxable security. 

-END | 





Bond Market Fundamentals 


1 | There is no question that cur- 
rent yield levels in the bond mar- 
So vould be attractive if all that 
was wrong with the market was 
Ba hangover following the over- 
spe uation of last winter and 
—_— fi spring. Correction of over-ex- 
) FF B tenc ed speculative positions could 
* then be regarded as a healthy de- 
velopment, inviting investment in 
bonis. The trouble is that the 
bond market has to overcome 
from} some more serious problems. 
pal a- The improving tone of business 
ment reports is probably the most ob- 
¥e A bo hurdle the market faces. 


bove 
ober, 
Ip as 


had Bonds go up when business goes 
in) down and vice versa. A business 
yie — mn might well bring declining 
‘bond prices in its wake. Though 
have} this need not bother a long pull 
lines, investor who buys and holds, it 
mark§could mean losses for anyone 
buy-# forced to sell out before maturity. 
1983,8 It is still too early to be con- 
ril athfident that the business upturn 
. The#fis here. On the other hand, it 
arket | thas become increasingly apparent 
» 97,8that, there will be little further 
U. S.@deterioration in the economy in 
ig in™the next few months and possibly 
to be®some mild improvement reflecting 
re it?seasonal forces of expansion in 
was afthe fall. While the staying power 
cor-§of any improvement in business 
leastis going to be severely tested in 
erest.) December, January and Febru- 
yield) ary when seasonal slowdown sets 
vhich§in and consumers have a chance 
1 in§jto show whether they like the 
; con-§1959 automobile models, any cur- 
ilablefrent investor in bonds will find 
1933.8the intervening months showing 
s out}more signs of business pick-up 
— cor-§than of slowdown. 
> last§ It is worth remembering that 
when the business recession got 
and§underway last fall, there was 
Boe rather general agreement that 
Vg oRthe two main danger spots were 
dete consumer spending and housing. 
33 oO RIf these held up or expanded, the 
some-fdeclines in corporate plant and 
yn an§equipment spending and inven- 
; eang§tory holdings could take place 
bond,§without a serious dislocation of 
about§the economy. It is now apparent 
thesefthat consumers have maintained 
com-ftheir confidence remarkably well. 
rably} While no great upward thrust of 
asury§buying is expected from them, 
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there are also no signs of re- 
trenchment in outlays. Mean- 
while, there is evidence that hous- 
ing construction is responding to 
the easing of mortgage money and 
government stimulants. Applica- 
tions for FHA mortgage insur- 
ance in May were the highest in 
history, and housing starts in 
June rose to a 1,090,000 annual 
rate, highest since August 1956. 
While it remains to be seen 
whether these houses will be sold, 
early reports are encouraging. 
The conclusion is that a major 
downturn in business has been 
avoided, at least for the time 
being. 


Treasury Deficit Financing 


Another hurdle for the bond 
market is the growing volume of 
Treasury deficit financing. Presi- 
dent Eisenhower in his July 2 
press conference confirmed that 
a deficit “of the order of $10 bil- 
lion” is looming for fiscal 59 and 
revealed that further deficit 
financing is in prospect for fiscal 
60, beginning next July 1, though 
the Administration’s hope is that 
the deficit “will diminish.” The 
crisis in the Middle East, whether 
or not it leads to hostilities, will 
add to the deficits the President 
had in mind. 

While there is little question 
that the longer run problem of 
the Treasury is raising cash to 
cover its deficits, the next few 
months may find the Treasury 
making smaller demands on the 
market for funds than many 
people expect. Treasury cash bal- 
ances are unusually high at the 
moment, reflecting borrowing in 
the first half of the year, and 
with the $3 billion scheduled to 
be borrowed in August there may 
be need for only $1-2 billion addi- 
tional borrowing in October, 
rather than the $3-5 billion figure 
which many project. If market 
conditions were substantially bet- 
ter in October, the Treasury 
might well try to put out a long- 
term bond again. It would be a 
mistake to assume the events 
since June have reduced their be- 
lief in the importance of length- 
ening the debt. 

In any case, corporate bond 
issues are not likely in the latter 
half of 1958 to continue the tor- 
rid $10 billion a year rate of flow 
established in the first half. The 
calendar of announced offerings 
fell to $1 billion late in July, low- 
est for the year to date and less 


than half the $2.1 billion peak of 
March 27. State and local govern- 
ment financing, a record $4.4 bil- 
lion from January to June, is 
expected to drop back to about 
$3.6 billion. 

Meanwhile the flow of savings 
into major savings institutions— 
Savings and Loan Associations, 
Mutual Savings Banks, Life In- 
surance Companies, and Commer- 
cial banks—totals $9.7 billion in 
the first five months of 1958, one- 
third greater than the $7.2 billion 
inflow a year ago. 

Thus, prospects for some price 
improvements in bonds over the 
next few months hinge on some 
reduction in private demands for 
funds, a willingness of the Treas- 
ury to refrain from offering more 
long-term bonds until the tone of 
the market is appreciably better, 
and the rising flow of savings. 


Federal Reserve Bond Buying 


The decision of the Federal Re- 
serve authorities to come back 
into the bond market, after a six 
year absence, should not be in- 
terpreted as a buy signal on 
bonds. A decision to counter a too 
rapid decline in bond prices, 
which was producing a panicky 
atmosphere and postponements of 
needed business financing, is far 
from a decision to push bond 
prices up. It may even be ques- 
tioned whether the authorities 
have a fixed floor at which they 
intend to maintain bond prices 
over any period of time. A grad- 
ual settling of prices conceivably 
could be consistent with an un- 
afraid, functioning bond market. 

No doubt a major element in 
the decision to re-enter the bond 
market was the delicate interna- 
tional situation. A time of crisis 
and threats of war is hardly a 
time when a demoralized bond 
market can be accepted. A basic 
fundamental! is that no war will 
ever be lost by the United States 
for lack of financing as long as 
the Federal Reserve is function- 
ing. The corollary to this is that 
if the crisis should pass, the au- 
thorities might well! feel that sup- 
port of the bond market is no 
longer crucial. 

In any case, even if war should 
break out and interest rates were 
to be frozen, the difference be- 
tween vast profits or vast losses 
for speculators buying bonds now 
would hinge on the level at which 
rates were frozen. Considering 
the costs in inflation of maintain- 
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ing rates at unusually low levels, 
the probability is that the freeze 
level would be at or above current 
levels. 

Fears of inflation also were be- 
hind the Reserve System’s inter- 
vention in the bond market. Re- 
assurance to the bond market 
through large purchases of Treas- 
ury bills was possible but meant 
putting out an excessive volume 
of reserve funds at a time when 
business improvement might call 
for some reduction in the banks’ 
excess reserves. Purchases of 
bonds have a direct influence on 
the bond prices at a much smaller 
cost in terms of reserve funds re- 
leased. It is conceivable that the 
next few months may see bond 
buying to keep the bond market 
from declining too fast or too far 
and at the same time sales of 
Treasury bills to keep bank re- 
serve positions from easing too 
much. 

The conclusion emerges that 
bonds are attractive at present 
levels, but they ar far from a 
“sure thing’. Investors interested 
in a sound, dependable yield 
from-a safe security can buy cur- 
rently without hesitation. Specu- 
lators counting on capital gains 
need to realize that the big rise 
in bonds is behind us, that the 
price peaks have been seen and 
that though the Federal Reserve 
will probably protect against seri- 
ous further price deterioration it 
is not in business to provide spec- 
ulative profits. Profits on bond 
purchases now will have to come 
from a better balance of'the sup- 
ply and demand for long term 
funds, and though this is a dis- 
tinct possibility the risks need to 
be recognized. END 





Shifts in Sales — 
— Profits and Dividends 
in the 12 Key Industries 





(Continued from page 513) 


amply demonstrated by the 27 per 
cent drop in chemical industry 
earnings. 

Always a highly competitive 
industry, the companies are now 
engaged in a dogfight for markets 
as the supply of basic chemicals 
has far outstripped demand. Thus 
increased selling expenses, char- 
acteristic of a competitive strug- 
gle, added to the financial burdens 
of tremendously expanded plant 
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capacity have cut deeply into 
profits. 

Where demand for products has 
held up, such as for American 
Cyanamid’s ethical drug opera- 
tions, relatively good results have 
been shown. But other major 
producers such as Allied Chemi- 
cal, whose fortunes are tied di- 
rectly to the demand for indus- 
trial chemicals, have not fared 
nearly as well. Allied failed to 
cover its dividend in the first 
quarter, but slightly better re- 
sults in the balance of the year 
and an excellent financial position 
protect payments for now. 

On the other hand, if the re- 
covery is not spirited, companies 
with weaker cash position, such 
as Diamond Alkali may be forced 
to pare dividends. 


Durable Goods Situation 


Although durable good manu- 
facturers, in toto, suffered a 46.1 
per cent drop in after tax net, 
their plight is moderated by the 
fact that their’s has always been 
a feast or a famine industry, and 
management teams have more ex- 
perience in living with volatile 
operations. 

Primary metals producers, for 
instance, such as Kennecott 
Copper, recognize sharp swings 
in business as a basic part of 
their industry’s economics, and 
have long practiced a policy of 
retaining large cash reserves 
against such contingencies. Thus, 
although first quarter earnings 
declined 60 per cent to $1.08 per 
share from $2.57 last year, divi- 
dend have so far been maintained. 
Part of the reason is that metals 
operators, by shutting down some 
operations completely, are able to 
exercise considerable control over 
their variable labor costs. Kenno- 
cott’s dividend cannot be consid- 
ered secure, but management is 
known to feel considerable re- 
sponsibility to shareholders who 
have retained the stock in con- 
servative portfolios for high in- 
vestment income. Thus, unless 
business worsens, payments for 
the year will probably remain tt 
$6.00 per share. 

Not so certain, however, is the 
year-end extra for International 
Nickel, since the company’s diffi- 
culties now stem from a basic 
change in the nickel situation 
which leaves the company loaded 
with excess capacity. 


THE 


Wide Variation Among : 
Machinery Makers # 


The 21.8 per cent drop in earn 
ings for the machinery make 
averages out some widely scat 
tered figures. The reason ig” 
simply that several companies) 
such as Combusion Engineering) 
maintained good shipments durJ 
ing the quarter on “long lead} 
items that took a year or more ti 
produce. Moreover, farm machin§ 
ery producers, such as _ Internal 
tional Harvester have been among 
the few durable goods producer; 
to enjoy a good demand for their 
products. Combustion, acting on 
its better shipments raised its neif 
to 51¢ a share from 43¢ a yearly 
ago, but with new orders well 
below last year’s pace, earnings 
in 1959 will be a better reflection# 
of this year’s business trend) 
Harvester, however, appears tif 
be in a secular upswing, and the 
small decline in the first quarter 
may be followed by better com) 
parisons later in the year—but isi 
selling high enough? 

Aside from the farm equipment# 
makers, however, the rigidities of 
high labor costs and exceptionally 
large fixed expenses will hurt thef 
machinery makers. The better 
quality corporations, such as Food 
Machinery & Chemical Corp. wil 
have little trouble maintaining 
dividends despite a 28% cut in 
net, but for the lesser firms, the 
list of dividend casualties should 
grow. 








Autos Suffer Sharp Drop 


Probably the most dramatich 





situation appears in the automo- 
bile industry because of its enor- 
mous impact on total economic 
activity. The major producers all 
suffered sharp setbacks in earn- 
ings as the high costs of main- 
taining plant facilities capable of 
turning out ten million cars be- 
came overburdening with produc- 
tion at a 4.5 million rate. More- 
over, all of the major companies 
maintained better sales in their 
high quantity, low profit lines than 
in the bigger margin luxury cars. 

Nevertheless, General Motors, 
which controls over 50 per cent 
of the market was able to cover 
dividend payments despite a 30 
per cent drop in net income. Since 
the balance of the year should be 
at least slightly better there 
seems no reason for concern over 
GM’s payments. 

(Please turn to page 552) 
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— 
SOUND PROGRAM 
FOR 1958-59 


A FULLY ROUNDED SERVICE 
For Protection—Income—Profit 


There is no service more practical...more 
definite...more devoted to your interests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 
various aims... with definite advices of 
what and when to buy and when to sell. 


Program 1 — Top grade stocks for security and as- 
sured income with excellent apprecia- 
tion potentials. 


Program 2 — Special dynamic situations for sub- 
stantial capital gains with large divi- 
dend payments. 


Program 3 — Sound stocks in medium and lower- 
priced ranges to be recommended at 
under-valued prices for substantial 
gains. 


Projects the Market . . . Advises What Action to 
Take . . . Presents and interprets movements by 
Industry of 46 leading groups comprising our broad 
Stock Index. 

Supply-Demand Barometer . . . plus Pertinent Charts 
depicting our 300 Common Stock Index . . . 100 
High-Priced Stocks . . . 100 Low-Priced Stocks; also 
Dow-Jones Industrials and Rails from 1950 to date. 
Technical Market Interpretation . . . up-to-date data, 
earnings and dividend records on securities recom- 
mended. 





Telegraphic Service . . . If you desire we will wire 
you our buying and selling advices. 

Washington Letter — Ahead-of-the-News interpreta- 
tions of the significance of Political and Legislative 





Trends. 

Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business and 
individual industries. 























Our 3 New Recommendations 


q., our recent ad we pointed out that the 16 stocks in our open 
position showed profits of 335 points from our original buying 
prices. Our latest monthly audit shows that these gains have 


mounted to 392%, points. 


We expect our profits to expand even more rapidly in the second 
half for we are using our special skills, original research and broad 
facilities—backed by half a century of successful experience—to 
select issues of unusual promise on their earnings-dividend poten- 
tials, their position under inflationary pressures... plus financial 


strength, managerial ingenuity and competitive positions. 


By acting now—you can share in our new investment campaign 
which is just starting. Our analysts have singled out three excep- 
tional issues in strong companies. All have maintained high earn- 
ings and dividend levels—are selling well below their highs—able 


to hold their own and make further gains over the longer term. 
By enrolling now you will receive at once the names of these 
three new recommendations. Once you buy them you will have the 
security of knowing that we will advise you from week to week in 
our bulletins just how long each stock should be retained—when 
to take profits and where and when to reinvest. 
This supervision is provided for every Forecast bulletin recom- 


mendation so you will never be in doubt concerning your position. 
ENROLL NOW — STRENGTHEN YOUR ACCOUNT 


Mail your enrollment today with a list of your holdings (12 at 
a time). Our staff will analyze them and advise you promptly which 
to retain—which are overpriced or vulnerable. By selling your least 
attractive issues you can release funds to purchase the three new 


opportunities and our coming recommendations. 
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Special Offer 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
I enclose [ $75 for 6 months’ subscription: [] $125 for a year’s subscription 


SPECIAL OFFER—Includes one month extra FREE SERVICE 








(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
SPECIAL MAIL SERVICE ON BULLETINS 


(0 Telegraph me collect your Forecast rec- 
ommendations . . . When to buy and 
when to sell . . . when to expand or con- 
tract my position. 


your check is received. Sub- 
| scriptions to The Forecast are 


| deductible for tax purposes. 
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Your subscription shall not be assigned at 
any time without your consent. 





MONTHS’ $75 
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Special Delivery: C) $780 six months 
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(Continued from page 550) 

Ford, on the other hand, has al- 
ready pared its quarterly pay- 
ments while Chrysler whose earn- 
ings plunged from a $5.34 profit 
in the first quarter of 1957 to a 
deficit of $1.74 per share this 
year, must definitely be placed in 
the doubtful category. Current 
payments may be maintained un- 
til the company has some indica- 
tion of the public’s reception for 
its new models in the early fall, 
but unless the response is out- 
standing a cut or omission will 
probably come. 

In contrast to the major com- 
panies, American Motors with its 
highly successful small Rambler 
line, has been the belle of the ball 
this year. By dint of imagination 
and forsight the company has 
succeeded in capturing the pub- 
lic’s fancy where others had 
failed. Still, the better trend in 
earnings is too new to warrant an 
optimistic outlook for dividends. 


Summary 


An axiom of good profitability 
is to “keep your fixed costs down” 
since these are the ones that eat 
most heavily into earnings when 
business turns down. However, in 
the last decade, American indus- 
try has done just the opposite, 
often on the assumption that the 
business picture was a one way 
street. Proof that plant expenses 
have become inordinately high is 
contained in the sharp earnings 
drop for industries with low labor 
costs as well as those where these 
expenses are traditionally high. 

As a consequence of these high 
fixed costs, many companies have 
attempted to maintain profit mar- 
gins by reducing their variable 
costs sharply. Thus, in addition 
to laying off labor, many cor- 
porations have slashed selling ef- 
forts by slicing advertising budg- 
ets and other promotional activi- 
ties. The result has been a further 
decline in business. By contrast, 
those few industries such as the 
office equipment producers, that 
stepped up selling campaigns as 
soon as the recession hit, suc- 
ceeded in arresting the decline 
quickly. (SEE Office Equipments 
in this issue.) 

The fact remains that industry 
must grow into its new capacity. 
Part of this problem can only be 
solved by population growth and 
the natural expansion of markets, 
but the elimination of waste and 
greater selling efforts must also 
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play their part if we are to avoid 
an era of exceptionally low prof- 
itability. 

The few second quarter state- 
ments that have appeared so far 
indicate that some companies 
such as Johns-Manville and Jones 
& Loughlin Steel have made some 
progress along these lines, but 
the overall impression still ap- 
pears negative. A mild business 
upswing now may disguise for 
awhile the lack of cost control in 
industry. But unless the recovery 
is a prolonged one, we will be face 
to face with overcapacity prob- 
lems and lack of liquidity in short 
order. END 
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course, react at almost any time. 
While their response to “war- 
possibility” psychology has been 
bullish up to this writing, the 
real implications of the limited 
U. S. and British military moves 
in the Middle East remain ob- 
scure. 


Choices 


Ignoring unpredictable near- 
term, or medium-term, gyrations, 
rails suitable for cyclical-swing 
speculation include Atchison, At- 
lantic Coast Line, Chesapeake & 
Ohio, Denver & Rio Grande West- 
ern, Nickel Plate, Louisville, 
Southern Pacific and Southern 
Railway. This list excludes both 
the most speculative issues and 
some which have below-average 
market potentials because they 
are too good, on the basis of earn- 
ings and dividends, to fluctuate 
as broadly as the average. 


Chemicals 

Due to _ basically-changed 
competitive factors and to over- 
capacity, the chemical industry 
does not have a dynamic prospect. 
But business recovery will in due 
time mean operations well above 
the present sub-normal rates, 
which are believed to average 
roughly two-thirds of capacity; 
and will also no doubt bring firm- 
er selling prices. Put it this way: 
earnings of chemical companies 
over the next few years probably 
are subject to a degree of im- 
provement not much different 
from that in earnings applicable 
to the Dow industrial average. As 
usual, the price-earnings ratios 
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& 
are high; but the lagging chemi.) 
cal group is about twice as far! 
under its 1956 top as is the indus. 7 
trial average. The considerations 7 
cited probably explain better cur.) 
rent demand, including some evi-7 
dent institutional demand, for se./ 
lected chemical equities. There 
are a number of choices. Market) 
potentials based on cyclical busi-7 
ness recovery appear fairly good” 
for Air Reduction, American Cy.” 
anamid, Allied Chemical, Hooker,” 
and Union Carbide, among others.) 


Late Summer a 
At this time it is guesswork? 
whether business activity in the) 
late 1958 months will be better or? 
worse than has heretofore been’ 
expected. The market has already! 
lived up to seasonal tradition,) 
with a good summer upswing in” 
hand. Perhaps it can be extended 
into August. However, the follow- 
ing points must be kept in mind:) 
(1) present stock prices discount? 
profits recovery for a rather ex-7 
tended forward period; (2) any” 
significant addition to the mar-? 
ket’s April-July phase of advar cel 
could weaken the technical posi-7 
tion materially; and (3) a num-) 
ber of sell-offs have started or be- 
come sharp in the late summer! 
period. That was so in 1929, 1937," 
1939, 1946 and 1957. —END 





Do You Know What Stocks) 
To Buy—To Avoid Now? 
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ceding the onset of recession. 
Lag in Earnings 


Only 4% more rise would put} 
the average back to the 521 triple-f 
top supply area, but earnings on? 
it need to rise some 40% from the® 
estimated 1958 total to match best 
earlier annual-rate levels. That? 
is impossible except over an ex-f 
tended period. Meanwhile, the? 
average stands around 18 times= 
likely 1958 earnings, which means 
full, if not excessive, valuation. 

The market is ahead of earn- 
ings and ahead of inflation. It 
needs another durable-goods boom, 
and that is distant. The psycho- 
logical lift derived initially from 
the Mid-East crisis could evapo- 
rate. Hold to a prudent, selective 
policy. For suggestions see selec- 
tions in special features in this 
and coming issues. 

—Monday, July 28.5 
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IMPORTANT MESSAGE...To Every Investor 
With Securities Worth $20,000 or More 


Al merica is squaring off for the next round 
in the anti-recession fight! In the months 
ahead, every security you own may be affected 
—favorably or adversely. 


You will want to sell or avoid issues likely 
to be hit by the wave of dividend cuts or omis- 
sions—the companies whose first quarter earn- 
ings will shock shareholders — the stocks that 
will bear the brunt of selling pressure 


You will want to buy and hold the excep- 
tional opportunities that emerge in every pe- 
riod of industrial transition—the companies 
that will get the bulk of defense and public 
works contracts—the prime beneficiaries of 
the amazing strides being made in scientific 
and industrial technology. 


With business and security prices in the 
throes of adjustment to new conditions, you 
have much to gain from Investment Manage- 
ment Service—which has successfully aided 
investors in markets of every type to protect 
and build their capital and income . . . looking 
to future financial independence. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1958 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








J ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MacGazinE oF Watt SyReet. A background of fifty years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 
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= YOUR FUTURE IS GREAT IN A GROWING AMERICA 
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THE CITY THAT DIDN'T EXIST A MONTH AGO 


Every 30 days the U.S. adds as many new Americans as 4. More production . . . U.S. production doubles every 20 

live in Norfolk, Va.—creating brand-new wants and years. We will require millions more people to make, sell 
i a and distribute our products. 

needs which must be satisfied. and dist vr 


4 : . . More savings . . . Individual savings are at highest level 

What does this mean to you? It means greater opportu- ever—$340 billion—a record amount available for spend- 

nities than ever before—in all fields. Home constructior ing. 

is expected to double by 1975. Power companies plan to . More research .. . $10 billion spent each year will pay off 
in more jobs, better living, whole new industries. 


increase output 250% in the next 20 years to provide 
the power for scores of new labor-saving devices. Cloth- 
ing suppliers predict a one-third increase in 7 years. 


. More needs .. . In the next few years we will need $500 
billion worth of schools, highways, homes, durable equip- 

ois ma ment. Meeting these needs will create new opportunities 

With 11,000 new citizen-consumers born every day, for quecpenn ad - 

there’s a new wave of opportunity coming. 


Add them up and you have the makings of another big up- 
, swing. Wise planners, builders and buyers will act now to 
7 BIG REASONS FOR CONFIDENCE IN AMERICA’S FUTURE get ready for it. 
. More people ... Four million babies yearly. U.S. popula- 


tion has doubled in last 50 years! And our prosperity FREE! Send for this new 24-page illus- 


Your 
curve has always followed our population curve. 


trated booklet, “Your Great Future ina Great Future 
- More jobs .. . Though employment in some areas has fallen : Neiengd ce na Peg —— a a 
off, there are 15 million more jobs than in 1939—and there should know t eee See oe oe 
will be 22 million more in 1975 than today. day to: ADVERTISING CoUNCIL, Box 10, 
wy d : Midtown Station, New York 18, N. Y. 
- More income .. . Family income after taxes is at an ali- 


time high of $5300—is expected to pass $7000 by 1975. (This ad sponsored by Gulf Oil Corporation, Pittsburgh, Pa.) 


spend- 


pay off 


od $500 
equip- 
unities 


big up- 
now to 








